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—— 


MONDAY, MAY 25, 1959 


Hovust or REPRESENTATIVES, 
SUBCOMMITTEE ON Minirary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m., in room 1501-B, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee) presiding. 

Present: Representatives Holifield, Griffiths, and Riehlman. 

Also present : Herbert Roback, staff administrator; Douglas Dahlin, 
and Carey Brewer, of the subcommittee staff. 

Mr. Hourexp. The subcommittee will be i in order. 

The Military Operations Subcommittee is meeting today to hear 
Department of Defense witnesses on the subject of the. ‘single manager 
concept of supply management. 

This committee and previous committees have examined various 
nilitary supply management areas including cataloging and standard- 
ization, rocurement of various commodities and services, warehous- 
ing and distribution, and sur plus property disposal. 

I believe this is the first time, however, that the single manager plan 
of the Department of Defense will be systematic ally examined by a 
congressional committee. 

Earlier inquiries have touched upon one or another aspect of single 
manager operations. For example, in our recent hearings on military 
air transportation, we had occasion to consider the Military Air Trans- 
port Service in the Department of the Air Force and the Military 
Traffic Management Agency in the Department of the Army, as single 
managers, respectively, for air transport and traffic management. 

Also, in our investigations last year into military clothing procure- 
ment, we heard representatives of the Military Clothing and Textile 
Supply Agency, the single manager in this commodity area. 

In today’s hearing we will review the single manager concept and 
its application to five commodity areas: The Military Medical Supply 
Agency; the Military Petroleum Supply Agency; the Military Sub 
istence Supply Agency; the Military Clothing and Textile Supply 
Agency; and the single manager assignment for photographic sup- 
plies and equipment. 

here are, in addition, three single a agencies for services: 
Military Air Transport Service; Milit: ry Sea Transport ation Serv- 
10; and the Military Traffic Management ond v. We do not plan 
toreview these agencies in these hearings. 


1 
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I wish to make it entirely clear that the subcommittee, in makin 
this inquiry, has no ax to grind and no position to establish, as the 
hearings begin. 

The National Security Act, as codified in 10 U.S.C. 2201(5) jp. 
poses on the Secretary of Defense the duty of planning for the greateg 
practical amount of procurement under single service procurement 
assignments. But procurement assignments cover only a single phag 
of military supply operations. 

The single manager concept applies not only to procurement, but to 
net requirements computation, os tran inventory management, stock 
fund operation, inspection, and other supply operations. 

The concept appears to have been developed in response to initia] 
findings of the second Hoover Commission that there was still dupli- 
cation, overlap, waste, and inefficiency in the military supply systems, 

The President, in his message to the Congress of April 3, 1958, states 
that one effect of the “separately administered” clause of the National 
Security Act was resistance and delay to the single manager plan, 
The Congress, in the Department of Defense Reorganization Act of 
1958, not only modified the “separately administered” clause to read 
“separately organized,” but it accepted the McCormack amendment, 
which removed any possible doubt to the authority of the Secretary 
of Defense to integrate supply or service functions. . 

The McCormack amendment, which is section 3(a) (6) of Public 
Law 85-599, the Department of Defense Reorganization Act of 1958, 
reads in part as follows: 


Whenever the Secretary of Defense determines it will be advantageous to the | 
Government in terms of effectiveness, economy, or efficiency, he shall provide | 
for the carrying out of any supply or service activity common to more than one | 
military department by a single agency or such other organizational entities as_ | 


he deems appropriate. For the purposes of this paragraph, any supply or serv- 
ice activity common to more than one military department shall not be con- 
sidered a “major combatant function” within the meaning of paragraph (1) 
hereof. 

In the context of the subcommittee’s longstanding interest in this 
field and of the McCormack amendment—Mr. McCormack being not 
only the majority leader but a member of the Government Operations 
Committee—this subcommittee proposes to review the single manager 
concept in the Department of Defense. 

It also will endeavor to ascertain the economy and efficiency of the 
individual single manager operations, the value of the concept in com- 
parison to other supply management concepts now operating within 
the Department of Defense, and the extent of testing and trial this 
system has been given. 

The Military Operations Subcommittee has the duty, by law and 
by House rule, to consider how well the requirements of economy and 
ditessy are being met in the military and other agencies within our 
assigned jurisdiction. 

The material presented should contribute to the understanding of 
this subcommittee and of the Congress in determining the extent of 
improvement in the military supply systems over what has been found 
in the past. 

The subcommittee will hear the following witnesses in the following 
order: 

Mr. Paul H. Riley, Director of Supply Management Policy, Office 
of the Secretary of Defense. 
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Maj. Gen. Hugh Mackintosh, Executive Director, Military Sub- 
istence Supply Agency. A 
a Gen. Webster Andeoncn, Executive Director, Military Cloth- 
ing and Textile Supply Agency. 19 
ear Adm. William L. Knickerbocker, Executive Director, Military 
ical Supply Agency. 
Wee cia d, . Lattu, Executive Director, Military Petroleum 
Supply Agency. 
rig. Gen. George E. Keeler, Deputy Director of Supply, Air Ma- 
teriel Command. 
Mr. Riley, we are happy to have you here with us this morning. 
You have a prepared statement, You may proceed. 


STATEMENT OF PAUL H. RILEY, DIRECTOR OF SUPPLY MANAGE- 
MENT POLICY, OFFICE OF THE ASSISTANT SECRETARY OF DE- 
FENSE (SUPPLY AND LOGISTICS); ACCOMPANIED BY COL. C. C. 
CASE, USA, STAFF DIRECTOR, COMMODITY SINGLE MANAGER 
DIVISION; AND ROBERT C. MOOT, STAFF DIRECTOR, MA- 
TERIEL MANAGEMENT, OFFICE OF ASSISTANT SECRETARY OF 
DEFENSE (SUPPLY AND LOGISTICS) 


Mr. Ritey. Mr. Chairman and members of the subcommittee, I am 
the Director of the Office of Supply Management Policy in the Office 
of the Assistant Secretary of Defense (Supply and Logistics). I ap- 
preciate this opportunity to appear before this subcommittee this 
morning. ; 

I know that, during the years I was employed in the Bureau of 
the Budget, that this subcommittee has objectively followed the re- 
quirements of the Department of Defense for a long time and has 
made many substantial contributions. I am appearing here today 
in Secretary McGuire’s absence. He has asked me to express to this 
committee his regret that previous commitments prevent him from 
being here. ; 

Your letter to Secretary McElroy indicates that you will give 
major attention to the development and operation of coordinated 
procurement systems, with particular emphasis on the operation of 
our commodity single manager concept. For this reason I will em- 
phasize our policies, plans, and programs that relate specifically to 
the commodity single managers. 

A complete appraisal of the commodity single manager systems of 
the Department of Defense requires an understanding of the relation- 
ship of these systems to the total logistics improvement program of 
the Department. The commodity single manager systems are an im- 
portant part of this improvement program, but it should be under- 
stood that they are only one part of an integrated program. There- 
fore, in addition to the commodity single manager systems, I will also 
discuss other aspects of our total improvement program. 

It is the policy of the Department of Defense that integration of 
logistics services, logistics facilities, and materiel investment will be 
scomplished within and among the military services, among all ele- 
ments of the DOD and other Ceveiiinnait agencies, and between the 
DOD and industry. 
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It is the objective of this policy to achieve the most effective anq 
economical operation of our service logistics systems by eliminati 
unnecessary overlapping of logistics services, logistics facilities, a 
inventory investment where this can be accomplished without jeop. 
ardy to the capabilities of the operating forces to discharge the, 
combat missions. 

In keeping with this policy and its objectives, we have a conipm 
hensive logistics improvement program which consists of a series of 
integrated plans and actions. 

First, I would like to discuss our single manager program. Almog 
3 years have passed since the DOD directives establishing the current 
commodity single managers were published. 

Although the length of time required for implementation varied 
with the assignments, we have now had about 2 years of actual oper. 
ating experience, with the single manager system. During these 9 
years, we have kept the commodity single manager systems under 
careful scrutiny. We have made two comprehensive studies of the 
system in order to determine the extent to which the commodit 
single managers are carrying out the objectives originally visualized 
for them, and to reassure ourselves regarding their readiness and 
capabilities for support of the military services in time of war. 

Single manager assignments were established for subsistence, medi- 
cal supplies, clothing, and textiles, petroleum, and photographic sup- 
plies and equipment. The primary objectives stated by the Secretary 
of Defense in 1956 for the single manager assignments were— 

(1) To eliminate duplication and overlapping of effort be 
tween and among the military departments; and 

(2) To improve the effectiveness and economy of supply and 
service operations throughout the DOD. 

Our first effort to evaluate the commodity single managers was 
directed by the Secretary of Defense in October 1957. This evalu- 
ation concluded that even during the formative period, desirable 
benefits were being realized under this concept. 

Our second analysis of the single manager concept was undertaken 
in November 1958, to arrive at definitive conclusions concerning the 
efficacy of this concept in peace and war on the basis of sustained 
performance. The Joint Staff of the Joint Chiefs of Staff partici- 
pated in this analysis. This analysis demonstrates that significant 


economies have been achieved. These economies arise from the elimi- - 


nation of concurrent buying and selling; reduction of crosshauls and 
backhauls through integrated distribution operations; payroll redue- 
tions; more economical procurement operations; and the stimulation 
of item reduction and standardization programs. We have noted 
also that these systems have provided erat supply support and 
have received customer satisfaction and approval. 

The executive directors of each of our single manager operations 
are prepared to discuss these matters in detail. 

Although our studies indicate encouraging progress by the com- 
modity single managers, they also serve to remind us that we have 
several problems to be solved before we will realize the full potential 
of this concept. ' 

For example, the single managers are only now attaining a realistic 
capability for analyzing and confirming service requirements on the 
basis of dependable demand data. 
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Another problem is the need for more simple and uniform roce- 
dures. This is especially important in time of emergency, mobiliza- 
war. 

oll another problem concerns the need to revise our credit policy 
yerning the return of materiel from the customers to the single 
managers systems. A revision of this policy is now being developed. 

Although we realize we have residual problems to solve, we are not 
dismayed by them. Many complex problems have been encountered 
and solved during the formative period of single manager operations 
and we are confident we will solve the remaining problems within a 
reasonable time. \ eters 

We have now had sufficient experience with the commodity single 
manager plan to convince us that this is a sound concept if selectively 
and wisely applied. The plan has several distinct advantages. __ 

The single manager concept provides a sensible basis for unification 
of logistics within the framework of our existing organizational pat- 
arn. This enables us to realize the economies and benefits of unified 
supply management with a minimum of disruption to the support of 
the operating forces. ae ne. 

The single manager concept capitalizes on the facilities, resources 
and skills available in each of the military departments and makes 
them available to the entire Department of Defense. The facilities and 
skills of all services are employed by the yp single managers, 

The single manager — exploits the demonstrated capability 
of the services to work together harmoniously in joint operations in 
the field. The single manager plan does reduce to a minimum cross- 
hauls and backhauls of common-use items. Many examples of excel- 
lent interservice cooperation have come to our attention in our field 
surveys of single manager operations. ey 

The single manager systems have had to prove their capabilities for 
effective support before they could expect complete acceptance by 
their customers. This is a natural result of the exceptional impor- 
tance which the services properly attach to their logistics support. 

Our survey indicates that the single managers, as they overcome 
the difficult problems encountered during the initial stages of re- 
organization and procedural changes, are steadily gaining acceptance 
inthe field. 

I believe that the single manager concept should be applied to other 
common-use commercial commodity areas. However, it would be 
aserious mistake to proceed from an acknowledgment. of the success 
attained by single managers to date to an exaggerated, unplanned ap- 
plication of this concept. Obviously, the concept cannot be applied 
toall commodities profitably. 

The concept is designed for application to categories of materiel 
which possess a high Maines of commonality which embrace a suffi- 
cently wide range of items with a volume of inventory, procurement, 
and sales large enough to give a potential for substantial economy. 

As an example of our application of this principle, I would like 
to cite two projects, one completed and one still in progress. The 
first of these considered the photographic commodity. Upon the 
recommendation of the Secretary of the Air Force to cancel the photo- 
graphic assignment, implementation of the assignment was deferred 
pending an evaluation to determine whether or not this commodity 
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was susceptible to management until we were absolutely sure it coulq 
not become an effective single managership. 


After careful study by the Armed Forces Supply Support Cente | 


(see app. E, p. 556) using criteria approved by the materiel Seers. 
taries, and after equally careful review and analysis by the Offic 
of the Secretary of Defense, we decided that this assignment as Origi- 
nally constituted did not qualify for single management, and we arp 
recommending cancellation of the assignment. 

We found that 42 percent of the items in the photographic group 
are distributed direct from manufacturer to user without going 
through the depot system. 

Only 9.6 percent of the items in this group are common to two or 
more services. The inventories are ery ulna composed of tech. 
nical equipments and spare parts which have a low degree of inter. 
changeability and a high obsolescence factor. 

The procurement and sales program are relatively low in value and 
reflect a downward trend. However, we believe that portions of 
the photographic commodity may become susceptible to single map. 
agement as further progress is made in standardizing items under 
our accelerated item reduction program. If increased item common. 
ality does develop under the AIR program we will consider the as. 
signment of this commodity or portions of it to an appropriate futur 
single manager. 

In the meantime, however, the benefits of single department pro. 
curement for photographic supplies and equipments are continuing, 

The second project is one being undertaken by the Armed Forces 
Supply Support Center to determine the suitability of the general 
supplies commodity for single management. One hundred thousand 


items are being considered in this study. At the same time the center | 


is analyzing the local procurement practices of each department. 
Together these projects should provide us with the facts and figures 
we need to make decisions regarding the creation of another single 
manager, or the designation of additional items for local purchase 
or procurement through the General Services Administration. When 
these studies are completed, we will consider other commodities. 

Another aspect of our logistics improvement program concerns 
single department procurement assignments. This coordinated pro 
curement arrangement is less comprehensive than the single manager 
plan but, nevertheless, is an important part of our total effort to in- 
tegrate logistics functions. Thirty-five single department procure 
ment assignments have been made. Under these assignments one de- 
partment serves as a procurement agency for all other departments. 
This program now covers categories of the items in 315 of the 548 
Federal supply classes. (See appendix C, p. 465). Coordinated pro- 
curement has been operating successfully for several years. About 
70 percent of our total annual procurement is performed under this 
coordinated procurement arrangement. 

A major result of the study directed by the Secretary of Defense 
was the establishment of the Armed Forces Supply Support Center 
(See appendix B, p. 402). The center became operational in July 1958 
and provides for a central group working directly in interservice 
supply operations and an analysis staff to identify specific ways to 
achieve greater integration among the military supply systems for 
common supplies. 
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Also, the center took over operational responsibility for the Fed- 
eral catalog, Defense standardization, and Defense materiel utiliza- 
tion programs. The emphasis of the center is on integrated and 
coordinated approaches to common logistics functions. 

In addition to the efforts I have covered, uniform factors for de- 
termining stock levels based on economic considerations for all items 
ghich are not essential to combat operations have been directed and 
are under Peeters: for use by all military services. For the items 
evered by this directive, we shall have for the first time a uniform 
approach to the computation of stockage objectives. az 

major policy directive governing interservice support is in prep- 
aration. This policy will delineate the scope, responsibilities and re- 
sources for interservicing and is a prerequisite in making significant 
single service assignments for logistic services throughout the world. 
It is important to note here that single service logistics assignments 
can be made and are in operation today without the centralization of 
operating authority under new and separate organizations. (See ap- 
pendix H, p. 682 for DOD Directive 4140.13.) 

We have published a policy covering the screening of excess per- 
sonal property throughout the world which we developed in coordina- 
tion with GSA and which should result in utilization of military 
property at an increased rate by civilian agencies, 

We have also issued a directive which makes all inventories above 
4 decreased but uniform retention level available to meet all valid re- 
quirements of the DOD without charge. The implementation of this 

licy will provide for integrated matching of requirements against 
ong supply assets and will insure the optimum utilization of long 
supply stocks. We also have under development an improved pro- 
gram for expediting the screening and _ utilization of long supply 
stocks at posts, camps and stations. Included in this procedure will 
be a provision for concurrent screening of excess property among 
military and civilian agencies. 

We are expanding the scope of the DOD-GSA interagency ar- 


| rangements for common support. Recently we have come to an agree- 


ment with GSA whereby all covered storage space is available for 
the common use of all Federal agencies. (See appendix G, p. 670 for 
storage agreement. ) 

Since the fiscal year 1955 the volume of our purchases of supplies 
from the GSA has steadily increased. In fiscal year 1955 the DOD 
purchased from the GSA $57.7 million worth of supplies. During 
iseal year 1958 we procured $105.5 million. Reports on the first half 
of fiscal year 1959 indicate that we shall procure this fiscal year about 
$170 million or about 60 percent of the total of supply sales to be 
mde by the GSA. To us this represents progress. 

Our accelerated item reduction program, initiated in 1958 and 
cheduled for completion in December 1961, is designed to achieve a 
rapid reduction in the number of different sizes and varieties of 


| tems in our supply systems while at the same time increasing the 


we Of the remaining items by more than one service. 

Under this program the review to date of 15,900 administrative and 
housekeeping-type items has resulted in the designation of 69 per- 
tent of the items for elimination from our system. In coding our 
lems under the AIR program, we have been able to discontinue 
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the use of 69,000 stock numbers of the 1 million stock numbers y, 


have reviewed. A system of defensewide controls is being develo 
to prevent the unjustified entry of nonstandard items into the mij. 
tary supply systems. 

Action is underway to make single service assignments for all gyp. 
plus property sales offices, thereby reducing some 300 current offices 

.to about 40. In addition a single bidders’ information center is being 
established. This center will provide a central point of contact fg 
prospective buyers of surplus property. 

All of these projects indicate the direction of our current efforts 
and are but a part of an integrated program of supply management 
improvement. 

In summary, our logistics improvement program is based upon the 
objective of eliminating unnecessary duplication in logistics oper. 
tions. 

I am convinced that our program and its sound objectives can be ae. 
complished within the existing organizational structures of oy 
present logistics systems. 

We have made progress. We shall continue to make progres 
by consolidating logistics assignments where it can be demonstrated 
conclusively that such an approach will not only be economical byt 
will in no way impair effective materiel support. 

In those areas where consolidation of supply and services is not 
practical, other approaches in the form of cross-servicing, strength- 
ened policies and procedures will be pursued. ome 

Thank you, gentlemen, I shall be glad to answer any questions you | 
may have regarding the supply management policies of the Depart 
ment of Defense. 


Mr. Rogzack. Mr. Riley, how long have you been in the Assistant | 


Secretary’s office ? 

Mr. Rizey. I have been employed in Mr. McGuire's office sine 
about June of 1957. For the last 6 months of 1957 I was there ona 
detail from the Bureau of the Budget. 

Mr. Rosack. And before that, what was your position in the 
Bureau ? 

Mr. Riry. I was the Chief of the Management and Special Analy- 
sis staff in the Military Division of the Bureau of the Budget. 

Mr. Ropackx. How long did you hold that position? 

Mr. Rizey. About 6 years. 

Mr. Rozack. So you are an old hand at the business. If any ques 
tions are addressed to you, then you can’t plead unfamiliarity with 
the general subject matter? 

Mr. Ritey. I beg your pardon? 

Mr. Rosacx. You will not be in the position of pleading that you, 
are a newcomer to this business? | 


Mr. Ritry. No, sir. 
LOGISTICS SYSTEM STUDY PROJECT 


i 

Mr. Rogacx. You submitted to the committee, at our request, >| 
summary of a study which was made, which I believe was a summaty | 
of the second study that you referred to in your paper, is that correct! 
Mr. Riey. I believe we gave to you, Mr. Roback, the summary 
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report of the first phase, the results of the first phase of the logistics 
systems study project. 

“Mr. Ropack. Will you explain for the benefit of the record what that 
sudy is and what it is made up of, where it stands today, and what 
changes if any were made in the original concept of the study tl 

Mr. Ruy. The Secretary of Defense directed the Deputy Secre- 
tary of Defense to organize a study to assess all of the steps that 
have been taken by the Department of Defense to integrate the man- 
agement of common supplies, including single managers, interservice 
support, single department procurement and others. [ 

The Logistics System Study Project was organized at that time to 
jo this job. The study itself was broken down into four phases. 
The first phase was to cover our commodity single managers, our inter- 
grvice support program and single department procurement. ; 

The second phase was to cover our service single managers, as MATS, 
and there were a number of other subjects, interservicing at that 
time, mapping and a few odds and ends. 

The third phase was to be a study of the so-called combat or peculiar 
items within the Department of Defense. 

Mr. Ropack. What are sometimes referred to as technical military 
items / f 

Mr. Rirxy. Technical. The fourth phase, then, relying on the re- 
sults and findings of the first three phases, was to be the development 
of a program of improvement or a road map as to where we go from 
here. Thestatus is as follows: 

Phase 1 of course is completed. Phase 2, the studies have been 
completed and the reports are made, and the steering group made up 
of representatives of the military departments, both civilians and 
general and flag rank oflicers, are assessing the findings of those studies 
and preparing official Department of Defense positions with respect 
tothose studies. 

At the OSD level, and in coordination with our steering group of 
the logistics systems study project, we determined that at that time 
we were going through the throes of the recent reorganization plan, 
that the third and fourth phases of the LSSP should be discontinued 
temporarily. 

Mr. Ropack. But you have those still on the agenda? 

Mr. Riney. Yes, sir. 

Mr. Ropack. Because the fourth phase in a sense would be the 
problem of determining what these findings add up to in terms ot 
luture organization, what they suggest in the way of some future 
action. 

Mr. Rirey. [ am sure that organizational considerations would be a 
part of that plan. 

Mr. Ropack. In the case of the first phase, which deals with the 
subject matter of these hearings today, namely commodity single 
managers, you say that the studies were completed and a departmental 
position had been formulated / 

Mr. Runny. Yes, sir. 

Mr. Ronack. What documents are extant for that survey! You 
have submitted to us a report dated February 1, 1958, called “Inte- 
grating the Management of Commercial and Common Items of Sup- 
ply,” and it represents a summary of survey team reports on phase 1 
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studies and steering group recommendations thereon for considera. 
tion of the Policy Board? (See appendix D, p. 513.) 

Mr. Ritey. Yes, sir. 

Mr. Rozack. In the letter of transmittal you have indicated that 
some of the findings or opinions expressed in the study were not 
necessarily officially accepted and should be considered in that light, 
But is there a report which is an official report which comments on 
this study ? 

ARMED FORCES SUPPLY SUPPORT CENTER 


Mr. Ritey. The major thing that came out of the first phase, Mr, 
Roback, was the DOD directive which established the Armed Forceg 
Supply Support Center (see apepndix B, p. 402.) That center was 
established and became operative on July 14 of last year. It has been 
staffed since that time and is now an operating organization. 

In addition to that, there were about 104 recommendations that 
came out of that LSSP study some of which have been acted on favor. 
ably by ourselves and by the military departments. Others have 
been considered just impractical and there are others that they are 
working on. 

Mr. Rozsacx. The Armed Forces Supply Support Center you say 
was one of the direct results of this study ? ' 

Mr. Ritry. I would say it was the major result. 

Mr. Rosack. Was it in pursuance of a recommendation ? 

Mr. Rirry. Yes. 

Mr. Ropack. And was this recommendation one looking to any kind 
of organization to report on a continuing basis the management or 
supervision of common supply activities ? 

Mr. Ritey. Not the supervision of common supply activities, but a 
potential and a capability of continuously looking at the common 
supply areas to develop further means of integration and improve- 
ment. 

Mr. Rozack. That responsibility of course resides and always has 
resided in the Secretary of Defense and his delegate, the Assistant 
Secretary ? 

Mr. Ritey. For establishing policy, yes. 

Mr. Ropack. So this was in a sense an internal organizational 
arrangement to give better effect to that responsibility, is that the 
idea ? 

Mr. Rizey. It was a joint organization to provide a mechanism 
whereby the four military services and the OSD level could sit to 
gether and this agency does have a board or a council made up of 
representatives of the four military services and OSD which sit to- 
gether and guide this agency and approve its recommendations and 
follow through to make sure that the actions recommended are im- 
plemented. 

Mr. Rosack. What is the management structure, a board and 4 
director ? 

Mr. Riry. There is the Director, a civilian; the Deputy Director is 
a brigadier general, General Allen from the Army. There is in the 
organization a cataloging division, a standardization division, and 
a materiel utilization division. 

These divisions are predominantly civilian, but there are some 
military staff assigned to them. The analysis staff, which is the 
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other important element of the organization, is jointly staffed by all 
services and is made up of both te and civilian personnel. 

Mr. Rosack. So you have here, in effect, a combined staff and so- 
called operating agency at the Secretary’s level ? 

Mr. Ruey. I think, Mr. Roback, that one of the things that con- 
tributed most to the recommendation, or to the utilization of this kind 
of an agency, was the success that we had during phase 1 of the LSSP 
operation. Our steering group—we had some top level civilians and 
military oflicers—were reviewing the progress and setting the plans 
of study for the various teams that we use to study these areas. 

The atmosphere during that period of time was quite healthy. We 
laid our problems on the table, discussed them quite frankly, and it 
was an atmosphere that we felt could be perpetuated and carried over 
into the establishment of this new center. 

Mr. Rosacx. Let’s review very quickly the background develop- 
ments so the committee can get this in perspective. When the Na- 
tional Security Act of 1947 was established, this type of function 
resided in the Munitions Board created by that act, did it not? 

Mr. Ruxy. The type of function, I believe? 

Mr. Ropack. This general area of responsibility. 

Mr. Rizey. Yes. 

Mr. Ropack. Was in the Munitions Board. Then in 1952 the Con- 

created an agency called the Defense oe Management 
pon which comprehended the functions of standardization cata- 
loging, possibly inspecting, and some other functions, did it not? 

Mr. Ritey. Yes, sir. 

Mr. Ropack. And so you had both the Defense Supply Management 
Agency and the Munitions Board at that time? 

Mr. Riney. I believe that is correct. 

Mr. Ropack. And then in 1953 Secretary Wilson, upon entering 
office, disestablished both of those agencies and put those functions 
inthe Assistant Secretary for Supply and Logistics, did he not? 

Mr. Rirzry. Both cataloging and standardization. 

Mr. Rosack. Now you have come back and recreated an agency 
called the Armed Services Supply Support Center. Considering the 
central functions which it comprehends, how different is it from the 
congressional agency that was set up in 1952? 

Mr. Rizey. I think there are a couple of distinct differences, Mr. 
Roback. Number one, I think we can all agree that it wasn’t until the 
latter stages of the Munitions Board that there was any decisionmak- 
ing authority vested in the Board itself with the Chairman. The 
council of the Armed Forces Supply Support Center is a decision- 
making body. 

Mr. Rogacx. Let’s be clear about that point in the record. Does this 
at go beyond the authority of the Assistant Secretary of 

ense ¢ 


Mr. Rizry. Oh, no. 

Mr. Rosack. Is it an independent authority ? 

Mr. Rirry. Oh, no. This is a joint organization that is to recom- 
mend actions, and when these actions have a policy nature they must 
come to the OSD level. 

Mr. Rosack. Aside from the special problems of handling the stand- 
ardization and cataloging programs at the top level, is this agency 
any more than a staff assistant to the Assistant Secretary ? 

41742592 
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Mr. Ritey. I think it is more than just a staff assistant to Secret, ary 
McGuire. You might look at it as a staff assistant to him and to the 
Logistic Chiefs of the Milit: ary Departments, since it is a joint agency 
and we are wor king together on common supply problems. 

Mr. omy ,cK. Does he have the author ity over the agency ? 
subordinate unit within his office / 

Mr. Ritey. The directive as approved, contains language whic) 
provides that Secretary McGuire is delegated the responsibility from 
the Secretary of Defense as, you might ; say, the boss of this agen ley, 

Mr. McGuire is responsible for the actions of this agenc y. 

Mr. Rorpackx. Was it the recomme ndation of the team or the group 
which studied this problem, and is it the case, that this is the nueleys 
of a separate supply agency that would comprehend all supply activi. 
ties which extended beyond any one service ? 

Mr. Ritey. No, sir. 

It was not intended at the time that the agency was established that 
this would become an oper rating agency for other than the e vatalog, 
standardization, and utilization programs. In other words, it was not 
contemplated that this agency would finance, own, or distribute jp- 
ventory. 

Mr. Ropack. Waiving the fact that you are a few years ahead in 
time and that some other problems come up, what essentially does 
this agency do which the statutory agency was not responsible for 
doing in 1952, Li at is, the Defense Supply Management Agency? 

Mr. Ritey. I don’t believe [ am just scrate ching my memory now 
for what functions were assigned to the Defense Su 2pply Management 
Agency—I don’t believe that that agency had anything to do with the 
material utilization program, which the Armed Forces Supply Sup- 
port Center now has. I am not sure that they had as comprehensive 
a supply analysis program as this center has. 

One of the important things that came out of the first phase of 
the study was not only the organization pattern set up for the agency 
but a rather comprehensive program of projerts assigned to it, and 
these projects contained some real paydirt if I may use those words, 
once the projects are completed. 


Is ita 


LSSP FINDINGS 


Mr. Ropack. Do you have any objections to having this study 
printed by the subcommittee ? 

Mr. Ritey. Have it printed ? 

Mr. Ropack. Yes. 

Mr. Rizey. I would have no objection to having it printed. 

Mr. Ropack. Is there any reason why the subcommittee cannot have 
the supplementary or rather the component reports of this study! 

Mr. Rirey. I don’t think so. I am personally aware of nothing 
that would prevent this from being printed or the supporting studies 
being given to you. However, I think I would have to clear that with 
our legislati ive people. 

Mr. Rosack. As it was made clear in the transmittal letter to this 
study, which was received this morning, the opinions expresse | were 
not necessarily official. Is there any question as to the factual status 
of the critical commentary on common supply man: agement ! I direct 
your attention to material beginning at page II-27, which contains a 
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summary of problems which this investigating group encountered. 

Since it is natural for the witness to put his best foot forward, the 

we . . . . . . 

committee also might be helped in its understanding by getting a list 

of the problems in the record, so that we could discuss it in more 

detail. iipers galls 
Would you mind reading those points into the record, Mr. Riley ? 
Mr. Rizey. I would be glad to. 


Following paragraphs represent a summary of the findings of the survey 
team— © 
and these refer to the logistics system study projects— 


as statements of situations which must be fully examined and resolved: (1) 
Peacetime operating stock levels of the services are inconsistent. Mobilization 
requirements planning practices are also inconsistent for the same items. Only 
the medical single manager participates fully in the computation of require- 
ments. 

[ think I could address myself to each of those, Mr. Roback, if you 
would care for me to. 

Mr. Ropack. You mean before continuing ? 

Mr. Rirey. Did you want me to read all 20 of these ? 

Mr. Houirietp. Why don’t we place these 20 points in the record, 
Mr. Riley, in their entirety, and if you wish to address yourself to each 
one of them, I think that would be an orderly way to proceed. 

(The list provided for the record is as follows :) 


SUMMARY OF PROBLEMS IN THE MANAGEMENT OF COMMON SUPPLY 


The following paragraphs represent a summary of the findings of the survey 
teams as statements of situations which must be fully examined and resolved: 

1. Peacetime operating stock levels of the services are inconsistent. 

2. Mobilization requirements planning practices are also inconsistent for the 
same items. 

3. Only the medical single manager participates fully in the computation of 
requirements. 

4. Responsibility of the executive director for supervision of assets at retail 
levels is unclear. 

5. Special problems exist in coordinating the distribution of petroleum. 

6. Techniques are needed to coordinate distribution of common items not 
under single manager control. 

7. Limitations are imposed on cross-servicing and consolidated procurement 
by the incomplete status of cataloging and standardization programs. 

8. Limitations are imposed on cross-servicing by lack of a uniform definition 
of retainable versus releasable assets. 

), Organizational separation of procurement and inventory control responsi- 
bility may be a limiting factor in assuring optimum redistribution of assets. 

10. A system is needed to provide continuing documentation of the benefits 
and problems of coordinated procurement. 

11. Different time phasing of requirements planning militates against consoli- 
dated procurement and complicates interservicing. 

12. Variations in local purchasing practices affect the opportunities to con- 
solidate procurement, as well as other aspects of supply management. 

13. Geographical separation of procurement, requirements, and standardiza- 
tion offices may prevent realizing the full potential of single department pro- 
curement. 

14. Separate ownership of wholesale and retail stocks is believed by some to 
overcomplicate the single manager operations and to introduce inflexibility. 

15. Difficulty in the reuse of reimbursement from stock fund sales without 
reapportionment restricts interservicing of peacetime operating and mobiliza- 
tion reserve stocks. 

16. Standard pricing policies should be applied to facilitate interservicing. 

17. Various possibilities for increasing the effectiveness of the executive direc- 
tors should be explored. 
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18. The development of programs for implementation by the Interservice Sup- 
ply Support Committee justifies more staff support. 

19. The studies of each team reveal the desirability of bringing counterpart 
activities together physically, wherever practicable, as a primary means of 
fostering effective coordination. 

20. Present single manager agencies are staffed with competent military ang 
civilian personnel. More opportunities for career civilians appear desirable, to 
retain and continue to attract competent personnel. 

Mr. Ritey. We would be very happy to do that, to furnish not 
only these but also comments on them for the record. The thing | 
would like to caution the committee about, if I may, and this is the 
reason why you might think that the language in which our letter of 
transmittal was couched was somewhat cautions. You want to re. 
member that this is a summary of conclusions as arrived at. by study 
teams. These are not necessarily agreed upon as being absolutely fac. 
tual. 

Mr. Ropack. My point was, Mr. Riley, that vou might expect there 
would be less disagreement about the findings than about the opinions 
or conclusions. After all these are responsible observers and analysts, 

There would be less disagreement about the findings than about what 
you might want to do about them. 

Mr. Ritey. We would be very happy to tell you what we propose 
todoabout them. We have nothing to hide. 


LSSP STUDY TEAMS 


Mr. Riexuman. I think it would be well, Mr. Chairman, I would 
like to know who these study teams were. Have they been referred 
to previously as to who made these recommendations ? 

Mr. Rozack. You mean the membership ? 

Mr. Rreutman. Yes. Who were the study teams? 

Mr. Rogacx. Will you explain that? 

Mr. Ritxy. Mr. Riehlman, we had five study teams that made this 
study. These teams were made up of selected people from the mili- 
tary services, both military and civilian. These teams were organized. 
They were given a project and a long list of questions and circum- 
stances to examine and answers to obtain. 

It took us several months to complete these studies. We visited 
about 70-some-odd installations, inventory control points, depots, 
headquarters operations and posts, camps, and stations. 

It was a very intensive and comprehensive review of what we were 
doing: The people that were selected for these teams were I think 
highly qualified to make these kinds of studies. 

They were people that had background in these areas and had had 
long experience in not only commodity but supply management in 
general. I think generally speaking they are teams that did a pretty 
good job. And as we point out in the letter transmitting this report 
to you, that it is like any other study. 

People sometimes can get overexuberant about what ought to be 
done, and some of the conclusions drawn by these teams were subse- 
quently studies and some of these conclusions had to be changed be- 
cause all of the facts were not divulged. 

Nevertheless the study has been helpful to Secretary McGuire's 
office and mine and also I am sure to the military services in explor- 
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ing some of these problems that we have had and taking some correc- 
tive action. 

Mr. Rreutman. How many people were involved in this study, in 
the five groups ? , 

Mr. Rey. The teams ranged in strength from four to six. In 
addition to that we had a director of the project, so altogether we had 
nearly 25 people. 

Mr. RrexuMAN. It might be well to know who those people were, 
Mr. Chairman. 

Mr. Ritey. I'd be glad to provide a list. 

Mr. Rren_Man. Provide that information for the record so we may 
have an idea. 

(The information referred to appears in appendix D, p. 538.) 

Mr. Rozackx. Do you want to address yourself to the specific points, 
or shall we proceed with our discussion of this general subject ? 

Mr. Ritey. I will leave that up to you, Mr. Roback. 


INCONSISTENT STOCK LEVELS 


Mr. Rosack. Let’s take this question of the peacetime operating 
stock levels being inconsistent. What was the problem there, and what 
has the Department done about it ? 

Mr. Ritry. Since the completion of these studies, Mr. Roback, we 
have published a Department of Defense directive which I mentioned 
inmy statement, which makes uniform now the computation of peace- 
time stockage objectives. We have had the problem, as you probably 
know, in the Department of Defense for some time where safety levels 
varied for the same items or operating levels varied for the same 
items. This policy being implemented by the military services will 
now make our approach to the computation of these stockage objec- 
tives uniform. 

This doesn’t mean that you are going to have, for example, if you 
have a 30-day safety level on aspirin you have got to have a 30-day 
safety level on everything across the board. 

This is what we want to get away from. 

Mr. Ropack. But will the Army, Navy, and Air Force have the 
same so-called stockage objectives ¢ 

Mr. Ritey. For the same item ? 

Mr. Ropack. Yes. 

Mr. Ritry. No, sir, and I don’t believe that they should have. 

Mr. Rosack. What does the informity consist of ? 

Mr. Rirey. It is an equation used to consider, in the computation of 
the stockage objectives based on the demand for the item, the cost 
tohold versus the cost to buy. 

Mr. Houirrerp. And also, in studying that problem, you would 
study whether the levels that each agency sets for its requirements are 
correct or not ? 

Mr. Riney. That’s right. 

Mr. Houirmip. While they might vary, one department might need 
more of a certain item than others. When you look at that, you do 
not look at it in relation to the whole, but you look at it as to that 
department’s needs and set that level properly. Then in setting the 
levels of requirements properly in the three different departments you 
docome out with an end result which is a saving in inventory ? 
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Mr. Ritey. That’s correct. You can take, for example, requisitiop. 
ing from a post, camp, or station an item which may be common to qj] 


military services. The activity in that item or the demand for tha | 


item and the reorder leadtime for that item at base A may be differen; 
than it is at base B or C so these things are going to change the quan. 
tity or stock control level at that post which that post would have ty 
have. They would not necessarily be the same in all places. 

Mr. Hotirretp. Supplying a post that is overseas, for instance, 
would be a completely different problem than an interior depot. 

Mr. Ritry. That’s right. 


MOBILIZATION REQUIREMENTS 


Mr. Rogack. Does the same apply to a mobilization requirement! 

Mr. Ritzer. Mobilization requirements are based primarily on the 
April 8th guidance issued by Mr. Quarles, and those requirements or 
the computation of those requirements of course are related to the 
different war missions of the services. (The guidance referred to is q 
classified memorandum for the Secretaries of the Army, Navy, and 
Air Force. Subject: Guidance for the development of fiscal year 
1959-60 materiel requirements pa grey dated Apr. 8, 1958.) 

Mr. Ropack. Are you satisfied, on the basis of these directives, that 
an instrument is now available for preventing the generation of exces. 
sive stocks both for operational and mobilization requirements? 

Mr. Ritey. I would like to say this, Mr. Roback. I think that this 
policy directive that we have put out is a substantial step in the right 
direction. I wouldn’t want to sit here and tell you that I could guar. 
antee that as a result of this policy we will have no more excess. There 
are other things that contribute to excesses other than the erroneous 
computation of the stockage. 


REQUIREMENTS COMPUTATION 


Mr. Rozsack. What is the problem, in the third item, about the 
degree of single manager participation in computing requirements! 
You say only the medical supply manager does that. Why do not the 
others do that? 

Mr. Ritey. In looking at the single manager executive directors of 
operating agencies, we found that the executive director for 
medical had been assigned or delegated the responsibility to compute 
the peacetime operating requirements for the items which he managed. 

The military services developed and gave to him a gross mobiliza- 
tion reserve requirement from which he deducted assets on hand and 
on order and arrived at a net requirement. In the other agencies they 
were in varying degrees of getting around to this. 

I think progress is gradually being made and we are getting more 
and more reliable demand data so that we can turn over to the exect- 
tive directors or so that they can be given the responsibility for the 
same kind of a computation. 

Mr. Rozackx. When you say “computation of requirements,” does 
he participate in the determination of service requirements? 

Mr. Ritey. The executive director ? 

Mr. Rosack. Yes. 

Mr. Rizr. He does not. 
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Mr. Rozacx. In other words, this addresses itself to the degree of 
reliability of the data which are supposed to be submitted under the 
charter of the agency. Is that right? 

Mr. Rizr. Yes. 

Mr. Rozack. There hasn’t been very good reporting to the other 
single managers, as far as administrative data are required to compute 
what they have on hand and what they must buy ? 

Mr. Ritxy. The executive director, as you know, runs a wholesale 
depot system, and this is true of any supply system. Your computation 
of requirements is going to be no better than, or no worse than, the 
kinds of stock status data that is reported to you as a manager from 
this depot system. It is the information that 1s reported to you from 
the depots which you use as key elements in your requirements formula. 
They make up the number you put in there for safety levels, operating 
levels, procurement leadtimes, and so on. 

Mr. Rospacx. Do the executive directors have authority to request 
data, and if it is deficient, to request that it be submitted in a different 
way or collected in a more efficient way ¢ 

Mr. Ritzer. Yes, sir, he does, and the executive directors do have the 
authority to question the gross requirements submitted to him by 
the military services. 

Mr. Ropack. Is that a part of the uniform agency charter for 
single management agencies, that they are expected to comment? Is 
that what you are talking about? This authority ? 

Mr. Ritey. This authority is in the basic Department of Defense 
directive which establishes the single management concept. (See app. 
A, p. 278.) 

Mr. Ropack. They can question the requirements but they can’t 
necessarily reduce the requirements / 

Mr. Ritey. It would work like this and it does work like this. 
let’s say that the Department of the Navy computes its clothing re- 
quirement, for example. They need so many bellbottom trousers. 
They would forward that to General Anderson’s shop and he would 
take a look at what he has in his depot system, what he has on order, 
and he would look at the requirements given to him by the Navy, 
relate it to the past usage or past demand for that item. 

Now if last year for example the Navy had a requirement for and 
used let’s say 50,000, just to take a number, 50,000 pairs of trousers, 
and this requirement came in for 150,000 pairs, General Anderson I 
am sure would question that. 

Mr. Rosack. That is what any prudent buyer in any service does. 

Mr. Ringer. Yes. 

Mr. Ropack. That is the editing of requisitions that anybody does 
who has the responsibility to go out and buy. There is nothing spe- 
cialin that, is there ? 

Mr. Ritey. No, but I am just bringing out the point that he does 
have the authority to challenge it, even an ordinary computation of 
abuying requirement. 

Mr. Rosnack. We will inquire of the executive directors whether 
they have those facts. We won't ask you for that material. 


RETAIL STOCK SUPERVISION 


In the fourth item, you say the responsibility for supervision of 
assets at retail levels is unclear. Is that lack of clarity one as between 
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the responsibility of the owning services and of the executive qj. 
rector? In other words, does he have some authority in that i 

Mr. Ritey. The retail assets are under the responsibility ail con. | 
trol of the military services, and they are not under the control of th 
executive director. 

Some of these teams, when they were studying this area, had th | 
feeling that not only should the executive director have more inform. 
tion about the retail assets available to him, but he should also contyg) | 
the supplies at that level. 

Mr. Rosack. In other words, if he is going to be an intelligent 
buyer he has to know something about what the user has on hand} 

Mr. Ritey. But we have taken the position rather consistently that 
the executive director should not control retail levels to the exten; 
that they have to own the stock. You get into pre-position reseryg 
‘and all kinds of military considerations when you get into this area, 
But we do think, and steps have been taken, to provide to the execy. 
tive directors the kind of information that they ought to have jp 
these cases. 

For example, all of the financial inventory control point reports that 
show dollar values of inventory and demand at retail levels that js 
available can be made available to the executive director. 


STOCK OWNERSHIP 


Mr. Rosack. I will state the problem in two aspects: First, why js 
it necessary to own the stocks in any respect ; and secondly, if you own | 
the stocks why can’t you own them at the retail level / 

Mr. Ruiter. The single manager operating agency is a single agency | 
to support the programs of the military services; and I don’t think we 
would want to give him the responsibility of including in his inver- 
tory managership the responsibility of stocks, where you get into such | 
considerations as the prepositioning of reserves which is a military 
determination. 

Mr. Rosack. I don’t understand your reply because it is couched in 
rather technical language. But take the case where one service doe 
the buying for several services. He doesn’t own that material. Heis 
commissioned as an agent, as a service agency, to go out and do 
something. 

Why can’t he control the wholesale warehousing and distribution of 
that material without having to own it, considering the question from 
an administrative standpoint ? 

Mr. Ritey. We have working arrangements between the retail and 
wholesale level. I don’t want ‘to give you the impression that this man 
operates up here ina vacuum. He does have information available to | 
him as to what of his items are there. 

Now he receives inventory reports for that, turned into him from the 
retail system. He issues through that system. He bills that syste, | 
so there is a working relationship there, and he is aware of what is at 
that level. 

Mr. Rosack. It appears that the fact of ownership is not essential to 
a single manager, because you have a single manager in the petroleum | 
field; but the nature of the commodity is such that you don’t believe 
that ownership is required or would be desirable. He manages the | 
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gow of fuel from the refiner and supplier to the user. He manages it 
io the extent that he peosese it, he arranges for facilities for its stor- 
he arranges with the transportation agencies for its shipment. 

e doesn’t own the fuel. Theoretically, what advantage does owner- 
dhip bring to this in other fields / 

Mr. Riwey. I am not sure that I understand your question. , 

Mr. Rosack. Why do the other single managers have to own their 
gocks from the standpoint of administrative control ? 

‘Mr. River. You mean at the wholesale level. 

Mr. Ropack. At any level. ' 

Mr. Rizy. At the wholesale level you gain the advantage of being 
able to pool your assets where you have large bulk stocks, and to 
distribute to all customers. 

Mr. Rosack. In other words, to control the stocks you must own the 


stocks. 

Mr. Ruzy. That’s right. 

Mr. Rosack. Then if that is the case, why can’t you own the stocks 
at the retail level / 

Mr. Rizr. Why can’t the single manager own the stocks? 

Mr. Ropack. Yes. 

Mr. Ritzer. Because the decision was made some time ago that the 
ownership of those stocks should be retained by the military depart- 
ments aie than the single manager, for the reason that the location, 
the levels of those stocks, the items to be stocked, are related to the 
T.0. & E. and other authorizing documents, which are military deter- 
minants and are concerned with the positioning of these stocks. 

They are more related to the missions at bases. You are talking 
about the operating level now. You are getting down to the level 
where we have squadrons and infantry divisions. You are getting 
down near the operating level. It was the decision of the Department 
of Defense and the military services that the military services should 
retain control of those stocks. 

Mr. Ronack. I understand that that was the decision. I am asking 
you why it was necessary ? 

Mr. ear. Because it was considered at the time, and still is, that 
the operating level is closely related to military missions. Therefore 
the support of those missions ought to be retained directly in the 
hands of the military departments. 

Mr. Rosack. In other words, the service that has the mission to 
perform is willing to let somebody else have control of stocks up to a 
point but not at the point where they want to use them. 

Mr. Ritey. Not at the point where you get down to the direct. con- 
sumer level. 

Mr. Ropack. Is there any recommendation pending, or under con- 
sideration, for extending to the retail level the ownership of stocks 
by the single manager ? 

Mr. Rizr. No. 

Mr. Rogack. Was there a recommendation by the study group? 

Mr. Ritey. There was no specific recommendation on that. 


RETAIL LEVEL 


Mr. Rrenitman. Mr. Chairman, for clarification for myself, what 
commodities would be in the retail level ? 








20 MILITARY SUPPLY MANAGEMENT 


} 
Mr. Ritzy. We have these commodities that we are talking about— | 
clothing, medical, subsistence, and you have parts of all kinds, guns_ | 


the entire range of items that we have in the military service. 

Mr. RreuLM an. I haven’t got it clear in my mind as to where the 
division is between the retail and wholesale. 

Mr. Rogpack. As I understand it, when they refer to the Wholesale 
level, they refer to moving the procurement into distribution points, 
warehouses. The retail stations would be the posts, camps, and ste, 
tions, and the stocks in them are owned by the services to which 
those posts, camps, and stations belong, and not by the single 
managers. 

But at the wholesale level or in the big depots, let us say, the single 
manager owns those stocks. He buys them, he owns them. When he 
lets them out to the services, then they have to pay him, is that right! 

Mr. Ritey. Yes. 

Mr. Houtrtevp. Is this necessary? Is it necessary that the owner. 
ship be established at the posts, camps, and stations in order to relate 
total withdrawal from total inventories and to appropriations for 
that purpose? And also to facilitate the establishment of credits on 
returned merchandise to the warehouse level ? 

Mr. Ritey. The single managers’ wholesale stocks are under a stock 
fund, and when it moves from the wholesale system down to Fort 
Benning, for example, which is a consumer, those 

Mr. Houtrteip. They have to be charged for ? 

Mr. Rizey. They are charged for that, and the single manager js 
reimbursed. 

Mr. Hortrretp. That was the point I was trying to bring out. 

Mr. Rizr. In developing his budget at Fort Benning, he would 
consider as a ps nt of his O. & M. funds the amount of money he would 
need to buy stocks from single managers and others. 

Mr. Houtrtevp. Ex: actly. That is why it would seem to me that vour 
establishment of ownership at the final consumer level would be neces- 
sary unless you completely ignored separate appropriations in the 
different departments, which you can do under the present situation, 

Mr. Rizey. Well, you could. You could extend the stock fund ver. 
tically down to the post, camp and station level, but at some point in 
time there has to be a sale and a reimbursement, to suit our budget 
system. 





BUDGET AND ACCOUNTING PROBLEMS 


Mr. Rozack. One of the findings at any rate, number 14, was that 
separate ownership of wholesale and retail stocks is believed by some 
to overcomplicate the single management operations and to introduce 
inflexibility. 

Now is that inflexibility in the fact that there is a budgetary appor- 
tionment ron 

Mr. Ritey. [I don’t think that there is any doubt, Mr. Roback, that 
the apportionment has been a problem in varying degrees, and I guess 
it depends on which side of the fence you are on here. Recently, we 
have been successful in getting some of the apportionment procedure 
somewhat simplified, and I believe it has helped us. There are people 
who think that you should not have an apportionment. procedure at 
all, and this is the kind of flexibility they want. 
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[ don’t think we want to go quite that far. But to some people it 
has been a problem, or a stated problem. 


a 


| Mr. Hourrrevp. Wouldn’t it be possible to set up, at the wholesale 
jevel, a figure for allocation and allow the posts, camps, and stations 
to draw against that figure? That figure once having been set up 
originally on the basis of their statement of requirements, wouldn't 
it be possible to handle the bookkeeping at the wholesale level by just 


charging and crediting against a stated account? This would cut 
down on the book work and it would also give the station control of 
distribution now in accordance with requirements which that particu- 
lar post or station had set up originally ? 

Mr. Riwy. This might be helpful, but you are beginning to get over 
into an accounting area here which is a little bit out of my field. 

Mr. Hottrievp. I am not too strong in that field either, but having 
had quite a bit of experience in business before I came to Congress. 
ples of accounting. It would seem to me 
that it might simply it, it would cut out the actual transfer back and 
forth of charges, but it would have to be taken care of accountingwise 
by charging and giving credit wherever merchandise was returned. 
“Mr. Rizxy. I think that’s right, Mr. Holifield. 


Ido know some of the princi 


There are ways 


this might be simplified, probably by shifting the level of the ac- 
counting load. Too, the way we keep our reports might be changed 


somewhat, so that we don’t try to account for every little specific 
commodity area and process sale, receipts, issues, and all of that, every 


small minutia. 


Mr. Ronack. But isn’t this the case, Mr. Riley, that the accounting 
problem, the monetary problem, is handicapping the efficient admin- 
Now one of the points in the report 

we talked about here was that the redistribution of assets was held 
} up. The executive director may have under his control some millions 
He can’t push them around if he doesn’t 
have any proper funding arrangements. 

Mr. Ritey. That’s right, and that was a problem, and as soon as 
we brought this to Secretary McNeil’s attention he was very coopera- 
tive and was very helpful to us in getting this policy out which I 
mentioned in my statement, whereby in the policy we have reduced 
the retention levels. In other words, we have lowered the levels at 
which the military departments should continue to carry that, and all 
inventory above that level is now available for transfer among the 
military departments, and without a charge. 
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executive director of MPSA found the Navy was planning a fuel 
shipment from Perth Amboy in New Jersey to Florida ports, whereas 
Air Foree was planning a shipment of the same item, JP-4 fuel, 
from Aruba, off the coast of Venezuela, to the New England area. 
To avoid this costly crosshaul entailing added transportation costs 
estimated at $33,000, the executive director endeavored to arrange a 
cross-servicing—Navy to lift off of Air Force contract in Aruba and 
Air Force to purchase Navy stock at Perth Amboy. 

The deal could not be consummated, because Navy found it would 
be unable to use any part of the reimbursement to replace fuel sold 


own 
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——— 


This is one of the complications you get into because your funding 


problem is a restrictive element on your administration. 


Mr. Rizey. It would be no more so, Mr. Roback, than any other | 


financial system where you have to buy and sell material. I thj 
in going back into the history of that case, that there was somethin 
other than just a stock fund problem or an apportionment problem 
involved there. This occurred back at a time, I believe, if my mem. 
ory serves me correctly, that there was an attempt in the Department 
of Defense to keep expenditures within a certain level, and because 
of this the services were reluctant, during this particular period of 
time, to exchange material and pay for it, because, for example, if 
the Navy let the Air Force have so many barrels of JP-4, they would 
not be able to replenish their stock with the funds that they were 
given. 
MATERIAL TRANSFER POLICY 


We think now, with this policy of ours for transfers of materials, 
that we have overcome this problem. (See appendix H, p. 682.) 

Mr. Rogsack. This material is going to be transferred without 
compensation ? 

Mr. Ruiter. That’s right. 

Mr. Rozack. Up to a certain quantity or amount? 

Mr. Rixey. In other words, if you oes stock in your inventory 
which is in your long supply, and I have a requirement for it, I can 
now acquire that stock from you without charge. 

Mr. Ropack. Does that depend on your releasing it, your willingness 
to release it ? 

Mr. Ruy. In our policy it is mandatory that you release it. 

Mr. Rosack. So that if you wouldn’t release it, you would either be 
violating the policy or you would be claiming you didn’t have it! 

Mr. Ritey. That’s correct. 

Mr. Ropack. So that you might hide it? 

Mr. Houtrtevp. I can’t quite understand why there is such a lack 
of flexibility in that type of a transfer. Why is it that if the Navy 
happens to have a supply that is needed by the Air Force, the Air 
Force couldn’t requisition it and pay for it direct ? 

Mr. Ritey. Well, during the time that we made our study, Mr. 
Holifield, there was a reluctance on the part of the military depart- 
ments. If they were given so much obligating authority each year 
from which they could buy stock, and they sold to another military 
service a part of that stock, and received a reimbursement for it, they 
would not be able to use those funds that they collected so there was a 
natural reluctance on their part to release stock. 

Mr. Houtrtetp. Was this original prohibition to prevent them from 
having too much flexibility in the expenditure of funds? What was 
the reason why they were given this rigid requirement? 

If they had so much set aside for, let us say, J P-4 fuel and suddenly 
another service right near them needed it, it would seem to me that 
there should be some arrangement whereby they could furnish this 
material to the other service and receive some type of a paper that 
would entitle them to apply that in turn to the purchase of a replace- 
ment. 

Mr. Rirey. Under this present policy, which was developed as & 
result of this very problem, the military services can now do that. 
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They can budget in advance for their estimate of reimbursement, 
ou see, and then have that included in their total authority. Then 

when they are reimbursed, if it is an item that has to be reimbursed, 
they will hove the authority to use that money. 

Mr. Horirrevp. For that purpose or for any purpose ? 

Mr. Ruy. Well, for replenishment of their supplies, not only for 
that particular item but any other item for which they are responsible 
for managing. oe mee ; 

Mr. Houirtevp. In that way there would be no violation of their 
overall requirement as set up ? 

Mr. Ritzer. The Congress appropriates only so many dollars each 

r,and this is tied to the obligating authority. 

Mr. Rosack. Is it the case, generally, that the executive director is 
stronger on the procurement side and weaker on the redistribution 
side because of these complications ? 

Mr. Rizr. I don’t think so. 


PETROLEUM DISTRIBUTION 


Mr. Rosack. What are the special problems in the distribution of 
petroleum? Do you have any information on that? 

Mr. Rizey. What are the present problems ? 

Mr. Rornack. Yes, special problems in coordinating distribution of 
petroleum ? 

Mr. Rutey. I think this refers to one of the statements here in the 
LSSP. 

Mr. Ropacx. Weare going down the list of points here. 

Mr. Rizxy. The one that you just cited, Mr. Roback, was one of the 
problems brought up by this team. Generally these problems dealt 
with where you have a military installation with a terminal here and 
another one here which was getting distribution either into that ter- 
minal or out of that terminal, getting it coordinated primarily 
through MSTS for tanker movements of bulk stock. 

Mr. Rosack. Let’s consider for a minute this single manager’s 
function. He doesn’t own the stocks so what he does is use whatever 
other controls he has to coordinate the distribution. In what way is 
he different from the petroleum purchasing agency that existed some 
years before ? 

Mr. Rizey. He is different in that he does have this responsibility 
now for the coordination of the distribution of stock. He has the 
responsibility for establishing uniform pricing requirements for the 
exchange of common bulk products. He has responsibility now for 
the contracting for construction, terminal construction, and storage. 
He has a leasing responsibility, too. 


MPSA CONSTRUCTION CONTRACTS 


Mr. Ropack. Consider that function for a moment. He gets a 
request from the Air Force, let us say, to arrange for the construction 
of a facility by a private contractor, and for its maintenance over a 
period of 20 years. Now he goes out and he negotiates with a con- 
tractor (he claims he can’t do it under competitive bidding), and 
such a facility is then underway. What does he do to coordinate? 
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a 


What does he know about the Air Force requirements in the 
New York area, for example? 

Mr. Rizey. Well, he wouldn’t want to put himself in the POsition 
of going back to the Air Force and saying you don’t need this Con. 
struction for storage. 

Mr. Rosacx. He doesn’t question the requirements ? 

Mr. Ritry. But he does have the advantage that if he has a gop. 
tract in there or a proposal for a contract from Navy or Army to } 
construct terminal storage, he might be able to coordinate that by 
having this additional infor mation. 

Mr. Rozack. That is the information that comes to the—— 

Mr. Ritxey. He also knows where all of the terminals are that we 
have that have been constructed, that are either owned by the Govern. 
ment and commercially operated, or are commercially owned and com. 
mercially operated, so that if there is tankage available somewhere, he 
may be able to suggest that this be used in lieu of construction, 


Upper 


MPSA STOCK OWNERSHIP 


Mr. Ropackx. Why can’t he own the stock ? 

Mr. Ritey. This petroleum area has been studied pretty thoroughly 
I think, and each time the area has been examined, it has been found 
that it is undoubtedly one of our most effective systems the way it | 
stands today. 

The supply support to the customers approaches 100 percent in sup- 

ply effectiveness. Our procurement operation is good, we get a lot 
of benefit from it, and by consolidating this system and having single 
manager ownership, you may be able to have some minor savings, 
But the system is so effective today that the decision has been mate | 
that we should not upset it just for the sake of changing it. 

It is an effective operation. We ought to leave it there. Now, we | 
appreciate, too, that petroleum is vital to the movement of milit 
weapons and equipment. The military departments feel that they 
should control the supply of this vital item. 

Mr. Rozack. Are you suggesting that the efficacy of the single man- 
ager is greater in less essential areas of supply? Does that follov 
from your statement ? 

Mr. Ritey. I know we would not want a single manager for ammv- 
nition. I think when you get into categories of items where the combat 
essentiality is critical the answer to your question would be absolutely | 
yes. 

Mr. Ho.trreip. This stems back to the traditional desire of the mili- 

tary leader to control his logistics as absolutely as he can. 

Mr. Rirxy. That’s right, : and particularly his vital items. 
Mr. Hottrreip. And he feels that unless he has absolute ow nership | 
of those stocks of petroleum supplies at any depot or any storage ares, 
that in time of need they might be diverted to another service and he 
would be left stranded. ° This is really basically the feeling, isn’t it? | 


Mr. Ritey. I think that is right, Mr. Holifield, but I think that when | ; 


you get into these vital items this feeling is absolutely justified, when | 
ou get into ammunition and petroleum ‘and some of these other item: 
it’s awfully difficult to argue against that. 
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PETROLEUM CONTROL OVERSEAS 


Mr. Rosack. Isn’t it a fact there is more control of distribution over- 
seas than there is over here by the single manager ? 


Mr. Rite. There is more control overseas ? , 
Mr. Ropack. Yes. _ : 
Mr. Riey. By the single manager? Single manager systems have 


} not been exte mnded overseas. 

Mr. Rosack. Does the Navy propose that it be extended overseas ? 

Mr. Ritey. Do they propose / 

Mr. Ropack. A single manager for petroleum be extended in over- 

seas areas ! ' 
Mr. Ruy. I think back in the early days when the discussions were 
going on between the services and the Secretary of Defense, concerning 
the establishment of a petroleum single managership, that at one time 
the Navy did propose that it should be considered not only for Conus, 
hut also for overseas. 

Mr. Ronack. The service that has a dominant interest, let us say, 
doesn’t object to the extension of the single manager in these support- 
ingareas. It isonly the service th: at might feel that it would get second 
or ee enicers ation, isn’t that so ? 

Mr. Rirey. I don’t think you can say that, Mr. Roback. 

SINGLE 


MANAGER FOR AMMUNITION 


Mr. Rozack. Let’s go back to this point that you dismissed almost 
casually, that there wouldn’t be a single manager for ammunition. 
You know in years past many ee thought that it would be a good 
idea to merge the Army and the N avy so that a single agency would 
| procure ammunition. This was before there was an Air Force. Now 
sme people think there ought to be a single manager for missiles. 
After all, you have not demonstrated that one agency can’t build all 
the missiles, have you? 

Mr. Riey. We were just talking here about some of the reasons in 
the thinking that has gone on, and the considerations that military 
commanders give to these vital items. 

SINGLE 


MANAGER FOR MISSILES 


Mr. Ropack. Missiles are important. People are interested in mis- 
sles. They cost a lot of money and they become more and more im- 
portanteach year. You have listed that in the category of items which 
are not common among the services. Did you ever hear of the Thor 
ind the Jupiter ? They are not common among the services, but I 
think either one could have done the job that was intended. 

While they weren’t common among the services, either service could 
lave produced an IRBM. Why are » missiles in the category of items 
hot common to the services ? 
| Mr. Ruiter. We have missiles that are common in mission. In talk- 
ing about the general subject of missiles, it is a common subject, but 
| theweapons within this category do differ. 

.Rosack. Isn’t it true that there are many missile 
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Mr. Rizey. And they are important in the support of different mis 
sions and the missions are different as they are assigned to the military 
services. 

Mr. Roracx. Is there any sense in considering the advisability of, 
single manager for missiles? Have people considered that in th 
Department of Defense? ; 

Mr. Ritey. We certainly have considered it. I don’t know if apy. 
one else has in the Department of Defense. 

Mr. Ropacx. That will be in their third phase ee 

Mr. Rizr. But missiles is an item which is not like the items tha 
we ordinarily would consider for single managership in that they 
do’t move through a depot system. : 

You don’t move those items into your depot sytem and store them 
in volume and redistribute them. The distribution of these missile, 
normally, is from the manufacturer to the base where these missile 
are going to be used. There would be no particular advantages from 
a distribution or personnel or procurement point of view to try to 
consolidate all of these fuctions in one system. y 

Mr. Rosack. In other words, you don’t store missiles like you stor 
aspirin ? 

Mr. Ruzy. That’s right. 

Mr. Rosack. So you don’t have this problem of distribution in the | 
same sense of concern about cross-haul and back-haul and all thy 
business ? 

Mr. Ritey. That’s right. 


WEAPON SYSTEM ORGANIZATION 


Mr. Rogsacx. Now the missile is what you might call part of: 
weapon system. It is a complex weapon and it has a great deal of! 
supporting equipment and training requirements. The Air Fore! 
is one of the recent exponents of this concept of the weapon system 
Isn’t it the case that the Air Force believes that the single manage 
concept is in conflict with the weapon system concept and they dont 
want any part of it? Tam asking you for your understanding. We 
ean ask the Air Force for theirs. 

Mr. Rizry. I don’t think so. I think that the Air Force looks a 
its weapons system concept as a special concept where it can control! 
its items, weapons we are talking about, from research and develop- 
ment through procurement and into use. This concept is not neces 
sarily opposed to a single managership 

Mr. Rosack. Let’s consider it in one area which is assigned to 
the Air Force. 

The Air Force was assigned tentatively, or there was an attempt ul 
assign to the Air Force, the single service management of photograph: 
ic supplies. But the Air Force says, “When we buy a camera we 
buy it as part of the plane. We don’t want to buy cameras sept 
rately.” Isn’t that what they say, in effect? So that a camera which 
ordinarily might be considered as a common item, the Air Fore! 
wants to buy as part of an airplane or as part of a missile or whit 
ever other weapon system carries cameras. They don’t want to buy| 
cameras for the other services and stock and distribute them. Ist) 
that their position ? 
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Mr. Rey. Of course, part of their weapons system concept is to 

have the equipment mounted in the weapon and have the weapon de- 

jivered as a complete weapon. We noticed this tendency in photo- 
phic equipment. — ui) 

Mr. Rozack. Isn’t that the basis for their opposition to a single 
manager ? 

AIR FORCE POSITION 

Mr. River. I don’t think you can relate, Mr. Roback, the manage- 
ment system used by the Air Force to control weapons and the single 
manager. I don’t believe the Air Force is basically opposed to the 
single manager concept. I think they support it. But they support 
itas we would, I think, in those areas where this concept is applicable. 

Mr. Rosacx. In other words, they support it as long as you don’t 
bother them with it; is that what you mean ? 

Mr. Rirey. No, sir; I didn’t say that. 

Mr. Ropack. Does the Air Force have any single management 
assignment ‘ 

Mr. Rizy. They have MATS for one. 

Mr. Rosack. We are talking about commodities. 
rangement is another kind of a problem. 

Mr. Rirxy. Other than the photographic assignment they are not 
given——— ! 

Mr. Ronack. They don’t want that, and they won’t get it. 
have alreacly testified to that effect. 

Mr. Riney. | have testified that this commodity is not suitable for 
the concept. 

Mr. Rosack. The Air Force position being that if you want to save 
money, you talk about the big costly items, not about the little inex- 
pensive items. 

Mr. Riwey. | think the Air Force is primarily concerned with the 
big dollar items. 

Mr. Ropacx. So that insofar as there will be any extension in the 
single manager field, it is coming in the Army or the Navy ? 

Mr. Rinry. I wouldn’t want to prejudge that, Mr. Roback. I think 
ifin applying our criteria for the departments most suitable for man- 
aging the commodity area we would certainly consider the Air Force 
and not overlook them. 


This service ar- 


You 


AIR MATERIEL COMMAND 

Mr. Rosack. The materiel organization of the Air Force, the Air 
Materiel Command, is that suited to sponsoring and administering a 
single managership ? 

Mr. Rizey. I think it would be. I think, however, if the Air Force 
were given a single manager assignment, they would operate it as the 
other departments do through a prime depot which is in effect their 
inventory control point. 

Mr. Rosack. Are Air Force depots used for single manager fune- 
tions of the other services ? 

Mr. Riney. Yes. 

Mr. Rosack. They can use space and facilities of the Air Force. 

Mr. River. Yes, sir. The whole concept is designed to use the 
facilities of each of the departments. 

41742593 
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OTHER SUPPLY TECHNIQUES 


Mr. Ronack. Now going down this list of items again, the finding 
is that techniques are needed to coordinate distribution of common 
items not under single service or single manager control. 

What types of distribution do you have that are not under single 
manager control but are common ¢ 

Mr. Ritey. One of the techniques we have, Mr. Roback, is the inter. 
service supply support program. 

Mr. Ronack. In earlier days, and more in the vernacular, it has bean 
‘alled cross-servicing. 

Mr. Rirey. We have cross-servicing and common servicing. 

Mr. Rosack. Isn't that cross-servicing / 

Mr. Ritey. Primarily. 

Mr. Ropack. Pretty much. 

Mr. Ritey. The interservice supply support program was a program 
whereby we did tighien up on the program so that the military de. 
partments could, in computing requirements, make those requirements 
known to a sister inventory control point that stocked similar ma- 
teriel and receive that materiel from them in heu of procurement. 

Mr. Rosack. Is that now done on a complete defensewide basis? 

Mr. Riney. Yes, sir. 

Mr. Rozack. In cross-servicing the technique that would be utilized 
by unified command theaters ¢ 

Mr. Rivey. Cross-servicing and common servicing would be used 
by unified commands, the difference between the two being common 
servicing is where a military department, say under a unified command 
or an installation, under unified command would be given a responsi- 
bility to support all the forces in that general area with that particular 
service. 


If it were large enough, it might be considered that that service | 


should budget for that and provide that service from its own budget. 
Cross-servicing would be where the installation would be requested 
by the unified commander to provide a service to, let’s say, from Army 
to Navy, and be reimbursed for that. 
Mr. Ropack. Common servicing, you might say, would be a single 
service manager on a geographical basis; isn’t that what it comes to! 
Mr. Ritey. That isabout what it amounts to. 


UNIFIED COMMANDS 
Mr. Rorack. Is the concept of the unified command that they will 


have single service managers on a geographical basis ? 
Mr. Ritey. The interservice support directive that we are now 


working on, will provide a policy whereby this can be done by geo- ; 


graphical area, and it is our objective that this be done. 

Mr. Ropack. What does the relation of the geographic single man- 
agement to commodity single management mean? Do the organiza- 
tions have any relation to each other ? 

Mr. Ritey. Of course the materiel from a commodity single mat 
ager, for example, does eventually flow to the overseas commands 
under a unified commander. 

Mr. Ropack. Consider that the Navy has, let us say, the responsi 
bility for supplying the Army with petroleum. But if, in the Eu 
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theater, the Army is considered dominant and, therefore, it has 

the logistic control or responsibility, what would be the relationship 

of the Navy, which must supply the Army in the petroleum field, to 

the Army, which will supply the Navy and the Air Force as well 
asitself in the European theater? 

Mr. Rirry. We have cross-servicing arrangements on the books to- 


day, Mr. Roback, whereby in various areas throughout the world, 


ments have been reached by the military departments where 
the Army, for example, will provide the fuel for Air force or for 
Navy; or the Air Force will provide fuel for Navy, and vice versa. 

Mr. Ropack. Basically, then, the unified command demand on 
logistic support will not be organizationally different than it is now. 
It will be a matter of determining who is responsible here or there, 
but essentially present arrangements will prevail. 

Mr. Rizey. Based primarily on the predominant user concept. The 
Army, for example, operates this in France for all the services. — 

Mr. Rospack. But in any event, the single manager for specific 
commodities, as we know it here in the United States, is not particu- 
larly related to the problem or the requirements of the unified 
command ¢ 

Mr. Rirry. Well, of course the requirements of the unified com- 
mand are sent into the United States and into our procurement 

ncy here in MPSA and it in turn buys those requirements and they 
are distributed through the MSTS tanker system. 

Mr. Ropack. In which case you might have the Navy working on 
the problems of the Army here, and the Army working on it over 
there ¢ 

Mr. Ritry. That’s right. 


CATALOG AND STANDARDIZATION DELAYS 


Mr. Ropackx. Another finding was that the limitations of the cata- 
loging and standardization programs have held up or have hampered 
cross-servicing and consolidated procurement. 

Have those limitations hampered the consideration of additional 
single managers / 

Mr. Rirxy. I would think that it would be fair to say that because 
of some of our cataloging errors where we have, for example, a stock 
number for the 4-quart can and another stock number for a gallon can. 
Because of these minors errors in our catalog, we have had some 
problems in trying to identify the items that. are absolutely common. 

So to this extent you might say as we police this catalog and cor- 
rect a lot of these minor errors, we will be better able to determine 
the items that are used by more than one service. 

Mr. Rosack. Let’s look at the catalog problem for a minute. There 
was a time when it was said that you can’t have this single service 
management, or you can't have a single procurement assignment, un- 
es you have some rationalization of supply ssytems as far as the 
humbering and identification are concerned. 

Mr. Ritry. Yes. 

Mr. Ropack. So you had to have a cataloging program. You 
worked on the catalog and then you found they did such a conscienti- 
ous job on the catalog that there were many more differences identified 
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than were really important for the purpose of this consolidated pro- 
curement. Isn’t th: at the case? 

Mr. Rirey. Of course the catalog was what you might call a erash 
program. The initial emphasis was to get everything identified, 
Mr. Ropacx. It was on a crash basis at least since 1945. We won 
argue about that. 
Mr. Ritey. When I refer to it as a crash program, I meant that the 
initial effort was to get all of our items identified, and they are ident. 
ified. Now the problem is to go back through these and get out 

these minor errors. 


OVERALL ITEM COMMONALITY 


Mr. Rorack. A careless observer might misunderstand your cop. | 
clusion that the number of items in common among the services jg 
only 16 percent. But if you corrected your catalog errors, you might 
find it as high as 50 percent, is that what you say ? 

Mr. Riney. | personally believe Mr. Roback, that the commonality 
in our supply system is much higher than 16 percent, and I think we 
will find that to be true. 

Mr. Rogack. So insofar as the cataloging is deficient or overdone 
in a sense, if you understand what [ mean, you might get some very 
misleading conclusions about the feasibility or the possibilities f for 
expansion of these common supply organizations. Isn't that the 
case ¢ 

Mr. River. Well, we certainly don’t intend to create any impres- 
sion like that, and this is one of the reasons why we started this ae- 
celerated item reduction program, so that we could clean up as rapidly 
as possible these errors, and determine more accurately just what our 
commonality is. 

; RETENTION LEVELS 


Mr. Ropack. Another finding was that limitations are imposed on 
cross-servicing by lack of uniform definition of retainable and r- 
leasable assets. 

Have we discussed that problem | vet / 

Mr. Ruy. I think we have and it is covered in this policy diree- 
tive I mentioned in my statement. Prior to this policy we did not 
have a uniform approach to the establishment of retention levels. 

With some items it was considered feasible to hold 5 years of stock 

- 10 years of stock, or 20 years of stock. It varied. With this 
ill y, we now have a uniform approach to the establishment of 1e- 
tention levels. 

Mr. Ropacx. Now, one of the critiques had to do with the lack 
of documentation as to the benefits of this cordinated single pro- 
curement assignment. Have you any observations on that point! 

Mr. Riney. Yes, the reason this problem was brought up was be- 
cause the team studying this area had a difficult time trying to get 
some facts and figures together on which to base an ev aluation of the 
program. 

I would be less than honest with you if I said that the problem 
entirely corrected. We have partially overcome this. We do knov 
the classes of material that are involved in these assignments. We 
know what the dollar value is. We are now seeking to obtain infor- 
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mation from the military departments such as specifically how many 
av ” 4 
items are involved in this program. 


TREND OF SINGLE DEPARTMENT BUYING 


Mr. Ropvack. Is the number of classes and/or the number of items 
decreasing or increasing, with respect to coverage under single pro- 
curement assignment‘ Are you going up or down? 

Mr. Ruzxy. The trend of course up till 1958 has been up, and we 
believe now that we have covered just about all of the classes that we 
can. This does not mean, however, that we are not going to continue 
to explore the balance of these classes as commonality increases, to 
find out if other assignments can be made. _ 

Mr. Rozack. But you are actually releasing systems are you not, 
[mean commodity areas, from this obligation ¢ 

Mr. Ritey. From single procurements? No, sir. I know of no 
assignment on single department procurement that has been. 

Mr. Ronack. What is the total number of commodity classes, the 
peak number, that were under this kind of assignment? What is the 
number today / 

Mr. River. It is 315 out of the 548 classes. 

Mr. Ropack. That was the peak number ? 

Mr. River. That is the number today, and this is the peak number. 

Mr. Ropack. Has this been increasing steadily ? 

Mr. Ritey. I don’t have the figures as to what it was the year before 
and the year before, so that I could identify a specific trend for you, 
but I would be glad to furnish that to you. 

Mr. Ropack. Are these the Federal Catalog Classification groups? 

Mr. Ritey. Yes, sir. 

Mr. Ropack. Some 600 or 700. 

Mr. Riney. 548. 

Mr. Ropack. 548. ‘This only includes selected items in those cate- 
gories. 

Mr. Ritry. That’s right. 

Mr. Rosack. Do you have any figure of the number of commodi- 
ties, the number of different commodities that are under assignment ? 

Mr. Ritey. 300 and—— 


Mr. Ropack. I am not talking about classes now. I am talking 
about commodities. 


Mr, Rirry. We have a list of those and I would be glad to furnish 
those for the record. 


Mr. Rosack. Will you also furnish for the record whether there has 
been a decrease or withdrawal of any substantial numbers? 

Mr. Ritey. Yes, I will. 

(The material furnished for the record follows :) 


List oF COMMODITIES ASSIGNED UNDER SINGLE DEPARTMENT PROCUREMENT 


PROGRAM 
Antifreeze 


Batteries, dry cell 


Chemical warfare equipment, furnishings, and supplies 
Clothing and textiles 


Construction and agricultural equipment and tractors 
Drums and cans 


Ecclesiastical equipment and supplies 
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Fibers, fiber rope, cordage, and twine 

Firefighting, water purification and sewage treatment equipment 

Food preparation and serving equipment 

Fuels, solid 

Hand tools 

Lifesaving equipment, marine 

Lighting fixtures, airport 

Lumber, millwork, plywood, and veneer 

Materials handling equipment 

Medical, dental, veterinary and related equipment and supplies 

Mortuary equipment and supplies 

Motor vehicles, trailers, and cycles 

Office furniture 

Office machines 

Office supplies 

Paints and sealers 

Paper and paper products 

Pest control agents 

Petroleum and petroleum products 

Photographic equipment 

Prefabricated and portable buildings 

Railway equipment 

Sextants, aircraft 

Ships, small craft, and related marine equipment 

Subsistence 

Telephone and telegraph equipment and components, military 

Time measuring instruments 

Tires and tubes 

Weapons, fire control equipment, ammunition and explosives 
There have been no significant withdrawals of any single department pro- 

curement assignments in the last 5 years. 


Mr. Rosack. The point has been made by critical observers that 
there was a time, some years ago, when this was one of those popular 
fads, and that they shoved under single service procurement assign- 
ment a lot of things that they never should have and they got then- 
selves into trouble. 

Take, for example, photographic supplies. You made a finding 
that it wasn’t the kind of thing that ought to be under assignment. 
People have been recommending that since 1945 at least. 

Mr. Rirey. Are you talking now, Mr. Roback—I am just trying to 
get myself clear on your question—are you talking about the single 
manager assignment or the department procurement assignment? 

Mr. Rorack. This is single management, but the same argument 
applies to single service proc urement here. The Air Force does not 
think there is enough commonality in that. 

Mr. Rizey. There is not enough commonality in it for single man- 
agement. 

Mr. Rosackx. But there is enough commonality for single procure- 
ment. 

Mr. Riry. There is enough value in having this commodity under 
a single department procurement because you can use a single pro- 
curement source. You have a single place for industry to contact for 
the procurement, the contracting for these items. 

Because item “A” might be susceptible to single department pro- 
curement does not necessarily mean that you should go to the complete 
system of consolidating your depots, your inventory control points, 
your requirements, and ‘all of these other functions. 

Mr. Rosack. Does the single manager concept add anything to the 
coordinated procurement assignment? Did it bring new ones in, or 
did it cause some to be withdrawn ? 
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Mr. Rey. In medical, for example, we had a single department 

rocurement assignment before the single manager was created. I 

lieve we also had one in subsistence. The Army was doing the sin- 

le department procurement job on most of our subsistence items. 

Mr. Brewer. Did you also have single procurement on petroleum 
and clothing and textiles? 

Mr. Ritzer. Yes, sir. ; 

Mr. Brewer. So that all four commodities areas were under single 

rocurement before the single managers were established ? 

Mr. Rizey. We didn’t have it on clothing. 

Mrs. GrirritHs. Mr. Chairman, may I ask a question? Can you 

rove that you have reduced the price on anything? 

Mr. Rirey. Can we prove it? 

Mrs. Grirrirus. By the system, yes. Has the system ever reduced 
the price 4 . 

Mr. Rizey. I think so. I think we could furnish facts for the ree- 
ord on that. 

Mrs. Grirrirus. Has it reduced the requirement? 

Mr. Hourrretp. Do you mean the individual requirement of the 
service, or the overall inventory, Mrs. Griffiths ? 

Mrs. Grirritus. The overall. 

Mr. Houirrevp. The inventory and the requirements? 

Mrs. Grrrrirus. Do you buy less or more under the single system 
than you did otherwise ? 

Mr. River. I think we would buy practically the same thing because 
the single service procurement requirement is a system whereby you 
consolidate the procurement requirements of the three military 
services. 

Mrs. Grirrirus. It means, then, that there wasn’t any waste before. 
Is that what you mean ? 


OVERALL INVENTORY DRAWDOWN 


Mr. Rizry. I can give you a good example. We have had, for ex- 
ample, in all of our single management areas, an $87 million draw- 
down in our inventories but I wouldn’t want to tell you this is at- 
tributable only to the single department procurement arrangement 
because that wouldn’t be so. 

It isa combination of things. 

Mr. Hortrrecp. If this be true, wouldn’t your answer to that be 
that the overall inventory in some instances has been decreased be- 
cause you have been able to, in a common item, prevent excessive 
inventory in one or more of the departments ? 

If you had a common stock to draw from, it would seem to me 
that you could make your procurement in larger quantities if there 
was 2 common item. In place of having separate inventories and 
separate stocks and separate reserves, that there could be some saving. 

[am not saying there has been. I don’t know. I think that is 
what Mrs. Griffiths is asking. 

Mr. Rizr. This would certainly be true in our single manager area 
but we are talking just about single department procurement. The 
advantage of this, and this is where some reduction in inventory may 
come about, is that by consolidating these orders, you may be able 
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to get some substitutions which you ordinarily wouldn't be able to do 


Mr. Houtrretp. Or cheaper prices in buying. 
Mr. Rurzey. That’s right. You may be able to buy it at a lesser Price 
so the value of your inventory priced out on the books would be les 


PERSONNEL REDUCTIONS 


Mrs. Grirrirns. If you never did reduce the price and you never 
did reduce the supply that was needed, and you never reduced the 
number of people that handle it, you may as well do away with the 
whole system. 

Mr. Ruey. That’s right. 

However we have, we think, reduced some people. We have had some 
reductions. 

Mr. Rosack. In which agencies have you reduced personnel? We 
are talking about the single manager agencies now. 

Mr. Ritey. I believe all of our single managers, the commodity 
single managers were, where they have the assignment fully imple. 
mented, reducing people. 

Mrs. Grirrirus. But I think 

Mr. Riey. There has been a total reduction of, as I recall the fig. 
ure, about 602 people. 

Mr. Rosack. My quick impression from this study was that only 
the medical agency had had any important reduction. 

Mr. Riutery. I think this, again, is the differences between the teams 
that made these studies. 





WAREHOUSE SPACE SAVINGS 


Mr. Rogsack. We will examine the directors on this point. What 
about your aggregate savings in warehouse space ? 

Mr. Rirey. About 4.1 million square feet of warehouse space. 

Mr. Rosack. That means there is more space released for some other 
military use. It doesn’t necessarily mean that there is a disestablish- 
ment of a facility, does it? 

Mr. Rury. What that means, Mr. Roback, is that for the storage of 
these items there is less space required today than there was previous 
to the single manager. 

Mr. Rogzack. So that the savings have to do with the possibilities of 
alternative use that might otherwise be a net cost to the Government! 

Mr. Rurzy. That’s right. 

Mr. Rogack. In other words you don’t have to hire that much addi- 
tional space. There is a saving in space but you don’t necessarily save 
any money. 

Mr. Rizey. You save money in that you may have less people that 
are trying to operate that space. 

Mrs. Grirrirus. Did you ever have to hire anybody to operate the 
system? Did you have to take people from one place and put them in 
another to make the system work ? 

Mr. Ruy. At the inventory control point levels we had a redue- 
tion in the number of people required to perform the procurement, 
requirements, and distribution functions. th some of our depot areas 
there was a reduction in people. However, in the clothing area, where 
there was a considerable consolidation or shrinkage of the distribi- 
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tion system, and in one or two of the services there was a temporary 
increase in the number of people to take care of the additional work- 
load caused by the consolidation of the system. We think this is only 
temporary however, and that over a period of time when the distribu- 
tion system is settled, these people can be released. 

However, in looking at the total in storage space, there was a net 
reduction. ; : 

Mr. Rosack. You are talking about this reduction of storage space. 
Of course, if you put out a policy and do some checking on whether 
inventory, whether supply items required, are being reduced, you are 
going to have less demand on warehousing. | 

Are you crediting the single manager with, say, the reduction that 
ig caused by your directing the services to cut down somewhat on 
inventories ¢ 

Of course, you are anxious to make a point for the single manager. 
You have studied that particular problem. But the savings in ware- 
house space can come from other sources. If you say the require- 
ments from now on will be reduced, there is less demand for ware- 
housing. 

Mr. Riney. That’s true, and I don’t want to misinform you, sir. I 
am not trying to make a special case for single management because 
we believe we have made improvements in other areas also. 

Mr. Rosack. If you have “Operation Clean Sweep” to get rid of 
your Korean war stock, that is going to reduce your warehouse space. 
' Mr. Rirzy. That’s right. 

Mr. Ropacx. Do you have a unique attribution of savings in ware- 
house space due to the single manager, apart from these other con- 
siderations 

Mr. Rizzy. Overall, the single manager has saved 4.1 million square 
feet, but overall in the Department of Defense I think we have either 
inactivated or turned over to other use something in the neighborhood 
of 27.1 million square feet since about 1956. 


INTERAGENCY WAREHOUSING 


Mr. Ropackx. You said in your statement, I believe, that all civil 
agencies would have access to warehouse space. Is that warehouse 
space that is released because it is not needed ? 

Mr.Ritey. No. It is space that is not now being occupied. 

Mr. Ropack. Can the Civil Aeronautics Authority store material in 
your warehouses ? 

Mr. Riey. We hope, under this agreement we reached with GSA, 
that if we have space that is excess to our needs at the moment, we 
could make this space available to another agency. 

Mr. Ropack. Can GSA store in your warehouses? 

Mr. Rizr. Yes. 

Mr. Ropack. Then I ask you this question 

Mr. Riey. As a matter of fact, they do. A lot of their stockpiled 
material is in the Department of Defense depots. 





GSA AS SINGLE MANAGER 


Mr. Ropack. Then I ask you this: Why cannot the General Services 
Administration, for designated commodity areas, perform the single 
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manager function for the military? If they have access to warehousg 
space, they are in your wholesale operation. 

Mr. Riutey. I think the General Services Administration is today 
providing us with considerable supply support. 

We requisition some items from their depots. 

Mr. Rosack. For the purposes of this question, supply support is an 
ambiguous category. I am talking about single manager operations 
now, not about single service procurement. 

Mr. Rirey. I think for some items the General Services Adminis. 
tration is what you might call a single manager. We requisition from 
them. 

Mr. Rozack. Is there a policy which precludes the General Services 
Administration from being a part of the military distributive mecha. 
nism within the United States? 

Mr. Ritey. Is there a regulation that prevents them ? 

Mr. Ropack. Yes. 

Mr. Ritey. No. 

Mr. Rorack. Is there any reason why the General Services Admin- 
istration cannot perform the single manager functions for designated 
commodities for the military ? 


GSA PROCUREMENT FOR DOD 


Mr. Ritey. The Department of Defense has a policy, and it is 
expressed in section 5 of the Armed Services Procurement Regulation, 
and ina DOD directive, which says in effect that the military services 
shall use GSA items when GSA stores those items, and when we can 
acquire those items at a price equal to or better than we can get it from 
a commercial source. 

Mr. Rozgack. Is there any significance in the fact that the Air Force 
has been more cooperative in utilizing the GSA than the other services, 
and at the same time the Air Force has been less ardent in its enthn- 
siasm for the single manager? Do you see any relationship between 
those two facts? 

Mr. Rirey. No; I donot. 

Mr. Rozacx. Is this policy in the directive on using GSA man- 
datory ? 

Mr. Ritey. Our DOD directive is mandatory. 

Mr. Ropack. And in reflecting that mandate there is a yearly 
increase in the amount of services procured from GSA ? 

Mr. Rirry. Yes, sir. 

Mr. Rorpack. And goods procured ? 

Mr. Ritey. I acquired these figures just recently, and they are 
included in my statement. They do show an upward trend. 


Mr. Rosack. In that respect, the General Services Administration | 


performs as a single service procurement agency ; does it not? Thats, 
so far as the function is concerned, it is on a par with other single serv- 
ice assignments in the procurement field ? 

Mr. Rixy. It would to a certain extent but it is even broader than 
that, sir, in that we do get material from the GSA depots system. 


Other items we buy direct off of a GSA contract. We would requi- 


sition off that contract and have the materials shipped from the manu- 
facturer to our own consumer. 
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We get other materials which do come through their depot system 
and are distributed to us. 

Mr. Rozacx. Is it your testimony, then, that there is nothing in 
the law, regulations, or administrative policy which would preclude 
the General Services Administration from being a single manager 

ney for the Department of Defense in any category of commod- 
ities that was considered suitable? 


DOD POLICY ON USE OF GSA 


Mr. Ritey. Considered suitable; yes, sir. However, I am positive 
that the Department of Defense would take a very strong position 
inst letting GSA provide supply support to us for items on which 
we have a mobilization reserve requirement and have to stock in depth. 
Mr. Rosack. What is the significance of that? Is that because the 
mobilization reserve is a reserve that the military wants to store under 
itsown control, in its own facilities ? 

Mr. Rey. Yes,sir. We feel and very strongly I believe- 

Mr. Ropack. You mean the warehouse has got to be an Army or 
Navy or Air Force warehouse ¢ 

Mr. Ritry. We feel we have to control the items on which we have 
a mobilization requirement. 

Mr. Ropack. Is this a matter of who locks the warehouse door? 

Mr. Ritey. No, sir. 

Mr. Rozack. What is it ? 

Mr. Riey. It is a matter here of where you position these stocks so 
that they will be most readily available to support your mission. 

Mr. Ropack. You mean it would be infeasible for the GSA to have 
storage depots or points all over the world? Is that the point? 

Mr. Ritey. No. 

Mr. Ropack. Well, within the United States, what difference does 
it make whether the mobilization stocks are in the warehouse that is 
called GSA, or in the Army? Try and look at the administrative 
aspects. 

r. Rizr. Essentially, if you went the whole way here to put 
GSA completely in this business, they would have to have a worldwide 
depot system. 

r. Ropack. Insofar as the single manager agency was worldwide. 
Insofar as limiting it to the United States, there is no particular 
reason why they should not have it. We are just exploring the 
problems here. 

Mr. Rirey. Of course, on those items which we do stock in depth, 
Mr. Roback, we now have systems that are operative. We have in- 
ventory control points and depots. There might be some duplication 
in this system if they attempted to store and stock the same items. 





COORDINATION PROBLEMS 


Mr. Ropack. Coming back to our list of items here, it says the 
organizational separation of procurement and inventory control 
responsibilities may be a limiting factor in assuring optimum redis- 
tribution of assets. 

Now, this is not in the single manager category, is it ? 

Mr. Riney. What number is that, Mr. Roback ? 
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Mr. Ropack. No. 9. Does the single manager have a problem of | 
organizational separation so far as procurement and inventory jg | 


concerned ? 

Mr. Rizey. I don’t think so. I think this is one of these statement 
that happened to be 

Mr. Rosack. This is for other types of supplies—in the interseryieg 
supply support ? 

Mr. Rizey. In the single manager area, of course, the procurement 
and the inventory control responsibilities are under the same map. 
agement. 





TIME-PHASING PROBLEMS 


Mr. Rosackx. Has anything been done about the time phasing 
problem, requirements being time phased differently so that it js 
hard to plan for interservice supply support? This is item No, 11. 

Mr. Ritzy. This was a problem, I believe, that was identified jp 
connection with the single department purchase assignments. Ip 
some cases, as I recall, the team examining in this area found that 
because of the review cycles—in other words, the time at which an 
item comes up for review by an inventory manager—differed in the 
three services. The buying agency was not able then, in every CASE, 
to take advantage of a consolidated order. 

Mr. Ropack. Has there been a new statement of policy on that? 

Mr. Rizxey. No, sir; there has not. 

Mr. Rogzack. Is any contemplated ? 

Mr. Rizxy. There is one contemplated, and this is one of the major 
projects that has been assigned to the Armed Force Supply Support 
Center. In their study, which they are now conducting in the general 
supplies area, they are considering not only the application of the 
single managership to general supplies, but they are also considering 
the local purchase and the synchronization of the requirements in the 
review cycles. 

LOCAL PURCHASE POLICY 


Mr. Rogackx. You mentioned local purchase. That subject is also 
on the list. While local purchase is sometimes efficient and economical, 
at other times it can be carried to extremes. You have found, in your 
study, that maybe you are doing too much local purchasing from the 
economy standpoint ? 

Mr. Ruiter. That’s right. It doesn’t make sense to me, Mr. Roback, 
that we should have a policy that would say if one service puts an 
item out for local purchase, that all services should do this. 

I think first you would have to consider that it might be more eco- 
nomical for one department to essentially control that item, and have 
all the other departments acquire that item from that military depart- 
ment. 

There is a position of economy here that has to be considered. By 
having everyone buy an item locally, if they got it from a local vendor, 
for example, you may not be getting the best price advantage. _ 

Mr. Rorack. Are you saying that local purchase is in conflict 
with the single manager agency unless they utilize the single manager 
agency for their local purchasing ? 

Mr. Rizey. In each of our single manager operations today, the 


executive director will grant authority, under certain conditions, for | 


a military service to buy an item locally rather than come to him. 
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But there are considerations of economy, resupply and other things 
which he considers before he gives this authority. 

Mr. Rozacn. Is the use of the GSA’s support—is that local purchase 
: 2 
= I think most of the Air Force items that have on local 
purchase, if they buy, they have the right of going to GSA or to a 
Jocal vendor, wherever they get the best price. 

Mr. Ronack. Is utilizing GSA field agencies considered to be local 

shase / 

a Bay. I think we could consider it as such. It would be an 
item, in our terminology, that would be one that we should not attempt 
to control centrally in our own supply system. Anything other than 
that that would be local purchase, whether they acquired it from GSA 
or the local vendor. ied 

Mr. Ropacx. You say the problem of local purchasing is also under 
consideration ¢ 

Mr. Riney. Yes, sir. 

Mr. Ropack. From a directive standpoint ? 

Mr. Ritey. Yes, sir. 


AGENCY LOCATIONS 


Mr. Ropack. What is the problem of geographical separation of 
procurement, requirements, and standardization offices? What do 
you mean by geographical separation ¢ 
" Mr. Ritey. We found in this study, after looking at the medical 
supply agency, that there were certain advantages that could accrue to 
a single manager if it had the background of having procurement 
and inventory control points closely associated physically or located 
physically together. ‘This gave the people an opportunity to get used 
to each other's systems, become acquainted with them and to get ac- 
quainted themselves. seu hy | 

Springing from that kind of an organizational arrangement, it was 
an easy step or an easier step, I should say, to go from that arrange- 
ment into a fully implemented single managership. 

The recommendation here, as I recall, was that wherever this was 
feasible, that the inventory control points, the military services that 
were Managing common materials should be moved closer together. 
This has been done in the clothing area, for example, where the retail 
inventory operations have been moved into Philadelphia with the 
executive director. This has been done partially in subsistence. In 
medical supplies, the retail shops were there already. 

Mr. Rowack. Do all single managers have the standardization func- 
tion ? 

Mr. Rizey. Do all of them have the standardization function? All 
single managers do. 

Mr. Rozack. This is a question of just the physical location of office, 
not the question of whether they perform or have responsibility for 
performing the functions? 

Mr. Ritey. That’s right. 

Mr. Rosack. Do they all have a cataloging function ? 

Mr, Ritey. Yes. 

Mr. Ropack. They all have a standardization function ? 


Mr. Riney. Yes. 





‘as & Sia © 





oe 


cewrrw T TS WSs & 





40 MILITARY SUPPLY MANAGEMENT 


Mr. Rosacx. What functions do some have that others do not 
aside from the problem of the stock ownership that we talked abou 
in the petroleum case ? 

Mr. Ritey. Aside from the stock ownership, I think that is the only 
distinctive difference. ; 

Mr. Ropacx. You can research that problem if you are not sur 
about the answer and submit it. 

Mr. Riney. Yes. 

(The following information was submitted for the record :) 

Other than the problem of stock ownership, including no wholesale stock fund, 


discussed in the petroleum case, there is no major difference in the functional 
responsibilities of the four commodity single managers. 


AGENCIES “BURIED” IN SERVICES 


Mr. Rosack. What about the problem of the status of the executive 
director? You know some people believed that if you buried the 
executive director deep down enough in the service, then it would be 
hard for these executive directors to develop into a common supply 
agency, and that was one of the theories that animated some people 
in locating the authority of the executive director. 

Now your study group thought he ought to be elevated. 

Mr. Ruzxy. Some parts of that study group did think that he 
should be elevated. They discovered at that time problems of com- 
munication, the time it took for an executive director to get outa 
procedure or a change in procedure. These problems occurred only 
in isolated cases, and recently, in order to cover this and make sure 
that this would be improved, we have put out a joint regulation 
signed by the three military departments which requires that all 
changes in the single manager’s operating procedures and the promul- 
gation of a procedure will be coordinated and approved by the mili- 
tary services within 30 days. Because of this, we think that there 
really is no problem in connection with the organizational location of 
the executive director. 

Mr. Rorack. The executive director, let us say in the subsistence 
field or in the clothing field, is a subordinate unit in the Quartermaster 
Corps. j 

Mr. Rrery. That’s right. 

Mr. Rorsack. He is one unit in the corps and there are several 
lavers of logistics supervisory authority above. Running down the 
chain of authority, we have, Secretary of Defense, Secretary of the 
Army, Assistant Secretary of the Army for Logistics, Deputy Chief 
of Staff for Logistics, Quartermaster General and then down below 
him among other units there is the executive director for subsistence 
single managership. Would you say that this issue has been resolved 
so far as the Department of Defense is concerned ? 

Mr. Rixy. I think that is right, and the biggest complaint, Mr. 
Roback, that was picked up by some of these survey teams, was es- 
sentially in the area of getting out the single manager’s procedures. 
They picked up a few examples where it would take anywhere from 3 
to 5 months to get these out. We think this is corrected now. 

Mr. Rosack. In other words, it is a matter of speeding up the flow, 
since the single manager is really the Secretary of the Army, and not 
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the head of the operating agency. It is just a question of how soon 
the Secretary of the Army can get his orders out, is that the point? 

Mr. Rizr. Really the problem is at the operating level, the execu- 
tive director’s agency is nothing more than an inventory control point 
that serves all military services. _ 

The problem is to get his instructions out to his customers as quickly 
as possible whenever a policy change comes down from the top levels 
of the service. 

COMMON SUPPLY ORGANIZATION 


Mr. Ropack. Do you believe that if the status of the executive di- 
rector were elevated, the possibilities of integrating the single man- 
agers are more likely Sots. ‘ 

Mr. Ritey. Of integrating the single managers? You mean—— 

Mr. Rospack. Into some kind of acommon supply organization. 

Mr. Rizy. I don’t think that would enhance it at all. 

Mr. Ropack. You don’t think that that would contribute toward it. 

Mr. Ritey. No, sir. 

Mr. Rosack. Do you think that a logical outcome of your study, or 
of the developments that have been going on these many years, is some 
kind of an agency which deals with all common supply items, however 
defined ¢ 

Mr. Rizy. No, I don’t think that we would accomplish anything by 
doing that, Mr. Roback. 

Mr. Ropack. Is it the case that your exploitation of the single man- 
ager field, let’s say of a common supply field both in the single service 
procurement assignment and the single managership, has about run 
itscourse? Are you at the point where you have had it, and you can’t 
go anywhere but down ? 

Mr. Ritzy. No, sir, I wouldn’t say that at all. 

Asa matter of fact, I think the contrary is true. 


NEW SINGLE MANAGER AREAS 


Mr. Ropackx. What are the promising areas for development of a 
single manager ? 

Mr. Rirxy. Well, we believe that there are several other areas 
which ought to be considered and that we ought to review them to 
assure ourselves that this concept can or cannot be supplied. I would 
say that common hardware is certainly one, construction materials, 
hand tools which is a large category of items should also be consid- 
ered. And of course we are now considering the whole general sup- 
plies area. 

Mr. Ropack. You mean you would be considering a single manager 
for hand tools and a single manager for other hardware, small hard- 
ware? You mean these would be separate considerations ? 

Mr. Rixy. Not necessarily. The conclusion could come out that 
you would have- 

Mr. Ropack. You would have so many single managers that you 
really would have lost the point of your common supply, I mean your 
integrated supply, efforts. 

Mr, Ruzry. No, I don’t think that follows, because an executive 
director’s operation is nothing more than an inventory control point 
which satisfies or serves the military services, including his own. 
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The fact that you have 3 single manager assignments or 5 op 10 
executive directors operating these inventory control points ig no 
significant, I believe, because the basic structure is an organization 
of our supply systems today is the inventory control point. 

He is the manager of certain categories of material, and regardlegg 
of where you move the boxes, you are then still going to have to rely 
on the inventory control points as your commodity managers, ~ 

We have 58 of them in the Department of Defense today, and ye 
think that these 58 are required to handle the volume of materia] 
that we have to control. 

Now, whether you move these boxes around doesn’t matter, because 
all you would be doing would be moving one inventory control point 
from here to here. You still have to operate through that system, 
which is basically a decentralized system. 

Mr. Rosack. The point I am getting at, if you take all of the com. 
modities that are common, in one way or to one extent or another, and 
apportion them out among the services, in total you haven't neces. 
sarily gained any more than if each service continued in the way it 
did. All you would have is what you might call a multiplication of 
the criss-cross arrangements that are involved. 

Mr. Ritey. No, sir, because we integrated the management and 
control of common supplies within our organizational structure, 

All this means is that you take an inventory control point or three of 
them and you make one out of them. You assign it to the Secretary 
of the Army and he manages it within his system. ‘ 

So what this does, actually, is increase the responsibility of the 
Secretary of the Army at one inventory control point location, 


HAND TOOLS 


Mr. Rorack. Let’s consider the hand tool problem. Is it the case 
that the Air Force is buying handtools from GSA ? 

Mr. Ritey. Did you say is it a fact that they are? 

Mr. Ronack. Yes, sir. 

Mr. Ritey. I believe they are. 

Mr. Ropack. Does the Navy have the single service procurement 
assignment for handtools ¢ 

Mr. Ritey. I think so. 

Mr. Rogackx. Why doesn’t the Air Force buy through the Navy in 
that case? Is it just a matter of option in each service ? 

Mr. Riney. I think it is a matter of option, and I think that the Air 
Force does buy some handtools from the Navy. 

1 don’t know just how the volume breaks out. 

Mr. Ropack. Any single service procurement assignment is optional 
with respect to alternatives, including GSA; is that right? 


PRICE DIFFERENCES 


Mr. Ritey. It is optional with respect to local purchase, and it 
depends on where the service could get the best price. I can’t tell you 
whether the Air Force gets a better price on handtools from GSA 
than from the Navy. Iam not aware of the prices they do get. But 
I do know that they are procuring some handtools from GSA and 


some through the Navy. Department single procurement assignment. 
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Mrs. Grirritus. Mr. Chairman, why would they get a better price 
from the GSA or from the Navy ‘ Do you mean to tell me that these 
two groups of people, both of whom are the Government, one of them 
igdriving a sharper bargain than the other, and nothing is being done 
about it ¢ ed 

Mr. Ruey. I think in certain categories of material, that the prices 
may differ, depending upon the volume which you buy, the market 

rice available at the time. : 

There are several considerations that might enter into this, Mrs. 
Grifiths. You have distribution cost involved in this. There are 
many factors that could influence your price. 


VEHICLE AND AIRCRAFT PURCHASING 


Mrs. Grirrirus. May I ask, Mr. Chairman, why aren’t all the 
trucks, for instance, bought by one organization? Are they? _ 

Mr. Ruiter. I believe the Army Ordnance Tank Automotive Center 
in Detroit. buys them all. 

Mr. Honirtecp. For the Navy as well as the Air Force ? 

Mr, Rey. Yes. 

Mrs. Grirrirus. What about planes? Everybody uses them? 

Mr. Riwey. Everybody uses them. We have a cognizance system 
within the Department of Defense whereby certain types of aircraft 
are procured by one service for all others. It varies by type of air- 
craft. 


purchasers should be able to get a better deal ¢ 

Mr. Ruy. We do have, I believe, single department purchases on 
certain engines and airframes. You have one department buying for 
the others. Helicopters are particularly susceptible to this kind of 
arrangement. 


j 
ty of the | Mrs. Grirrirus. It is common enough though, that a good set of 


PLANT COGNIZANCE ARRANGEMENTS 


Mr. Ropack. You are referring to so-called plant cognizance pro- 
| curement. ‘The Air Force has a plant staked out, and the Navy has to 
) goto the Air Force to get the engines. Is that what you mean? 

Mr. Rizy. That’s right, and this prevents having too many people 
from different services all in the same contractor’s plant. 

Mr. Horirrep. Competing for the facilities of a special plant ? 

Mr. Rirzy. That’s right. 


SURPLUS DISPOSAL 


Mr. Ropack. What are the promising service areas for single man- 
ager assignmnent ? What about surplus property disposal? Does it 
make any sense to have a single manager controlling the disposal of 
several billion dollars worth of disposable assets each year? 

Mr. Rirey. That would be a big headache, Mr. Roback, to try to 
tell anybody to take over the single management of surplus disposal. 

Mr. Ropack. That is only one of all the headaches that you have to 
eal with. I mean, does it make any sense ? 

| Mr. Rizey. It makes more sense to us to go the way we are now 
| Proceeding, which is to consolidate our sales offices to a minimum 
41742594 









e+) Ce tin & Hi * ' wet & Hew & 


‘ue 


sswrwT ty Vt © 





44 MILITARY SUPPLY MANAGEMENT 


number, and then to assign the responsibility to a service by geographi- 
-al area to dispose of this material. 

Mr. Rosack. In other words, this would be a single service assign. 
ment on a regional basis, so that each service would be involved in q 
different region. 

Mr. Ritey. That’s right. 

Mr. Rozack. What is involved in the consolidation of your Sales 
centers now? Each installation which has a property disposal officer 
disposes of property. Are you proposing that certain of these jp. 
calieliee be deprived of that responsibility ? 

Mr. Ritey. We are, sir, and we have people now who are in the 
process of selecting the best points within the United States at which 
we should sell this material, considering the market and the number 
of potential buyers. This will eliminate all but about 40 of the 31¢ 
selling points that we now have. 

Mr. Rosack. Does this entail the collection and movement of ma- 
terial ? 

Mr. Ritey. No, it does not. 

Mr. Rozacx. How do you get it out of the disposal areas? 

Mr. Ruiter. These sales offices would be responsible for putting out 
your sales catalogs on a uniform basis, for getting the item descrip. 
tions put out on a uniform basis, for assisting these posts, camps, 
and station selling points, for allotting materials and merchandising 
it, for getting better displays, for doing the advertising for the bids, 
and helping conduct sales. 

Mr. Rosack. But the actual sales will take place in the 300-plus 
locations ? 

Mr. Rutxy. That’s right. 

Mr. Ropackx. You are not actually closing down the local dis 
posal organization in each post, camp, and station. 

Mr. Rirey. We hope to eliminate some of the staff which are now 
involved in the selling organization, all of these 318 points. 

Mr. Ropack. What other service functions lend themselves to single 
management? What about a motor pool? 


GSA SURPLUS DISPOSAL 


Mr. Hottrrevp. Before we leave surplus property disposal, wasn't 
it originally planned that the GSA, in the original bill, was to take 
over the disposal of all surplus property for the Government? 

Why hasn’t that assignment been made to the GSA, and why has 
the military insisted on keeping its own surplus property disposal 
functions? 

Mr. Ritey. Mr. Holifield, I don’t know that the original intent was 
to have GSA take over the operation of the entire disposal program. 


They do, of course, put out the regulations that govern the program, | 


and they are the central screening agency for all the excess property 
between the military departments and the civilian agencies. 


Mr. Houtrtetp. Why shouldn’t they conduct the sales on these prop- 


erties in view of the fact that they have a background of dealing , 


continuously with civilian methods of sales? They have their orgat- 
ization built up all over the United States, and they would be more 


interested in obtaining the maximum result, I would think, than | 


the military that might have its other responsibilities. 


ee ee 


MILITARY SUPPLY MANAGEMENT 45 


graphi. For instance, the military may have a lot of material stored in a 
yarehouse and they want to get rid of it because they have got new 

assign. | material coming in. Dee 

ved ing This material is obsolete. Their real consideration would be to 
remove that, whether they got a good return to the Government or 
jot on it, and make space for the new and incoming military supplies. 

ur sales | Jt would seem to me that the military function is completely different 

al officer | from being a commercial function, which is what the GSA is sup- 

hese in- ; d to be. L , 

Mr. Rwy. I think some consideration could be given to that, Mr. 
ein the | Holifield. But last fall I personally went around with one of our 
it which | teams looking at this whole surplus disposal area. For a long pe- 
number | riod I had been under the impression that this was a program about 
‘the 316 | which the military people were unenthusiastic, and completely dis- 

interested. But I found much to my surprise that the people—and 
t of ma- | most of these people are civilians that are working in this disposal 

program for the Department of Defense—are a group of very dedi- 

cated people and are really interested in this program. They are 
reas? doing everything they can to get the best price, to lot the material and 
ting out merchandise it. Over the period of the last 5 or 6 years they have 
descrip. been doing an improving job. | 
> Camps, We have arrangements with GSA whereby selling points, where 
andising | we feel they need it, can ask GSA to come in and give advice in these 
the bids, | fields. 

Generally, I think we have highly qualified people in this area and 
300-plus | they are interested in making a good program out of it. I think that 

GSA has even hired some of the people from the military to help 

them do their job. 
ocal dis { Mr. Hoxirreip. I am sure they move back and forth with person- 
| nel. The Federal Property and Administrative Services Act which 
-arenow | setup the GSA and which passed through this committee (I was the 
S. author of the bill), it followed a fairly intensive look at the disposal 
to single | program of World War II by the Rizley committee. Mr. Rizley of 
Oklahoma was the chairman and I was at that time the ranking mi- 
nority member. Back in those days, surplus disposal was a very 
poor operation, and I know it has been improved since then. But it 
would still seem to me that the military departments could divest 








ul, wasn't themselves of this nonmilitary program and turn this over to an 

is to take organization that Congress set up to do that job. 

tt Mr. Rirey. I would have to agree with you, Mr. Holifield, that 

Why has | this is certainly a subject that is worthy of serious consideration. 

- disposal Mr. Hourrtenp. It has been pretty seriously considered over the 
years, but the military, for what reasons I know not, have insisted 

ntent was : 


on building up a tremendous sales organization in the field of disposal. 
program. | Most of the disposal which the Government has, dollarwise, is gen- 
program, | erated in the military departments. 


property | And even if you take the military items out, which have very little 
es. | value—usually when you come to selling them, you have to scrap 
hese prop: | great deal of them or reduce it to metallic scrap or one thing or 
»f dealing , mother—you take that out and there is still a great deal of material 


® he ie generated nowadays that has use in the economy. It would seem 
“ak oi that having the General Services Administration perform that func- 
unk, U tion for the military services would be placing it, you might say, in 
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a single manager type of operation outside of the military, and it 
would seem to me the military should be very happy to get riq of 
that essentially civilian job. 

There is no real thinking on the part of the Defense Departmen: 
of doing that, is there ? 

Mr. Ritey. No, not at the moment. 

Mr. Horirrevp. What are the arguments that they give againg 
doing it ? 

Mr. Ritey. I have Mr. Moot here with me, Mr. Holifield. J] would 
like to ask him to respond to that question if I may. 

Mr. Houirrevp. Yes. 

Mr. Moor. As you stated, sir, there has been serious consideration 
given to this subject over the years. As a matter of fact, it reached 
the secretarial level about a year and a half ago. And it was looked 
at objectively in terms of which would be the best operations. Thegg 
were the points under consideration. GSA now does the screening for 
the entire Government, so the determination as to whether we wil] 
surplus an item and sell it isa GSA determination. 

Mr. Houirreip. No; it isn’t. The determination as to whether you 
will declare excess is yours. ; 

Mr. Moor. That’s right, sir. 

Mr. Hottrieip. And possibly it should be, particularly in the field 
of military supplies. I suppose you would have to be accorded the 
right to determine whether any material was declared excess or not, 
But once it is declared excess, then the GSA takes it over and cirev- 
lates among the other departments of Government the list that you 
have given them. 

Mr. Moor. That is absolutely correct, sir. 
is the military department determination. 

Mr. Houirrepp. Yes. 

Mr. Moor. The surplus determination, which means that you can 
then either use it in the authorized donable property program or sell 
it is a GSA determination together with HEW. It was, therefore, 
determined that what will be surplused in the sense of being sold is 
currently a GSA determination, and is in the GSA procedures. It was 
likewise determined that it would not make good economic sense to 
attempt to move such surplus materiel from the holding activity to any 
central selling point, simply because of the cost of packing, handling, 
and transportation. 

Therefore it was determined, and as you likewise mentioned the 
predominant volume of surplus selling is in the military, that the hold- 
ing points would have to remain the same, that is basically military 
holding points. Therefore the costs of determining that material is 
excess and circulating it within the Department of Defense and any 
physical segregation within the military departments could best be 
handled within the overhead structure of the military departments 
rather than bringing in a new organization unfamiliar with the mate- 
rial and the requirements for that purpose. 

So therefore the consideration got to the point of the selling organ- 
zation, once it had been determined surplus, should GSA then move in 
with a selling organization and serious consideration was given to 
this. It was finally determined—and this was at the secretarial level— 


The excess determination 


that in order for GSA to move in with a separate selling organization, | 
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on top of the personnel already involved in the military organizations, 
and in lieu thereof of the selling organizations of the military would 
uire an expensive educational program on the part of the GSA per- 
gnnel with a specific reference to the education of such personnel on 
military technical material in terms of how do you describe it, what 
doesitmean, what possible utilization doesithave? = 

At that time, and it did not become a dead issue—it still is an issue 
ghich could be brought up for further consideration—at that time it 
was determined that for the overall benefit of the Government, the 
existing selling arrangement of the Department of Defense cooper- 
ating with GSA in what is called the helping hand program, whereby 
gSA actually furnishes merchandising experts at our selling activities 
for the outward selling techniques would be the best arrangement to 
continue, together with what was likewise felt could be a sharp con- 
traction in selling organization of the Department of Defense. 

That leads us to Mr. Riley’s statement whereby the current immi- 
nent contraction of the selling organization is about ready to go. 

It is about ready for implementation and will shortly contract the 
military selling organization within the entire DOD. That was the 
way it was left at the secretarial level on the last review. 

Mr. Houirterp. Have there been any directives issued on this, or is 
that study available so that our staff can have it / 

Mr. Moor. The team study, which is a joint task force, has been 
completed and is in the process of being written in a final task report. 

[am sure that Mr. Riley’s answer would be that certainly we would 
be happy to furnish this report once it becomes official and it will only 
vary from the task force report. because of the close coordination 
throughout the study in one or two minor areas. 

There may be a discussion as to whether it is this activity in this 
region versus another activity, and that is all. 

Mr. Rirey. But the principle to reduce our selling organization has 
already been established and agreed upon. 

Mr. Houirieip. It would seem to me that this would be the proper 
thing todo. I realize it is a complicated subject, because I studied it 
for several years. And I know it isn’t simple. I know that I can’t 
make a snap judgment without reviewing a lot of the work, of the 
material that I went over in the early days and also bringing it up 
todate. 

But GSA is functioning in what we call ordinary housekeeping 
functions, such as the securing of property and the selling of real 
estate for the Government agencies. 

And it was originally set up for the purpose of performing a lot 
of these civilian functions which were being conducted separately by 
different civilian agencies as well as by the military agencies. I have 
always felt that it has not been given quite the encouragement, by 
Congress, probably, to do as big a job as it could do. But in many 
fields, such as the contracting of utilities for the different agencies of 
Government and the leasing of space, I think it has done a fine job. 

Tam aware of a great many savings that have occurred. It seems 
alittle bit out of place for the military to build a large organization 
of civil service personnel in the field of setting up these sales yards. 
[have one right at the air base there within a few miles of my home at 


Maywood, Calif. 
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You have a great big surplus property yard there all fenced og | gommt 
separately on this Cheli Air Station. It would seem to me a simp, 
thing for the Air Force, in this instance, to take all of its sy } 


purchs 
Tplus | thera] 


property out of its adjoining warehouses there and put it right inthy | The 
yard. They have got to do that anyway. Then the military takes oyg | ¢itute 
and sells it, you see. maste 

But it would seem that if you had a full time year-round saleg q. | Systel 
ganization working, that the GSA, once you have put it within thy | practi 


disposal yard, whether it was on this base or any other base, it woul | the A 
not necessarily mean that you would transport all the materials, 

You would have your sales on the base just as you do now. But yoy 
would bring in these experts, who are doing nothing else but selling | the A 
merchandise the year round and know the buyers and know the market 
and know the advertising techniques. It seems to me that that wold supp! 
be the way to handle this thing. 

I think that was one of the things that we had in mind when yp | 
passed the Federal Property and Administrative Services Act of 1949, | Agen 
and gave to the GSA certain functions in this field of surplus property 
disposal. Before that, we had the old Surplus Property Act, and it 
was a revision of the old Surplus Property Act that placed it over | of st 
into the General Services Administration and gave them other func. | subsi 
tions as well. This committee had a great deal to do with that, As 

I would like to have that study. When it is available we would | ms 
like to look at it. 

Mr. Ritey. We will make it available to you. 





Mr. Houtrtevp. I think we will adjourn now until 2 o’clock. Thank | indi 
you, gentlemen. | bear 
_ (Whereupon, at 12:30 p.m. a recess was taken until 2 p.m. of the J 
same day.) | this 
AFTERNOON SESSION | mun 

cont 

_ Mr. Horrrieip. General Mackintosh, you have a statement I se. | the 
You may proceed. | B 
STATEMENT OF MAJ. GEN. HUGH MACKINTOSH, USA, EXECUTIVE | age 
DIRECTOR, MILITARY SUBSISTENCE SUPPLY AGENCY vr 


General Macxintosn. Mr. Chairman, and gentlemen: I am Maj. __ the 
Gen. Hugh Mackintosh. As the executive director of the military | ibil 
subsistence supply agency, I appreciate the opportunity of being " 
invited here today to acquaint this committee with the missionand | | 
operations of this agency. tf 

The Military Subsistence Supply Agency (MSSA) constitutes the | — the 
subsistence link between the food resources of the Nation and the | 
consuming military personnel. ng ta 

Our mission is to effect supply of subsistence to meet military | ma 
requirements at the minimum cost. In order to most effectively carry ab 
out this mission the headquarters of the agency is located in Chicago, | liv 
Ill., and has 10 major subordinate offices, called military subsistence 
market centers, located throughout the continental United States. + De 

Spread out under these 10 strategically located market centers | 
are 20 field offices, some of which are seasonally activated to corre | 1 
spond with regional growing seasons. <A responsive and effective | ¥4 
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enced of | ggmmunication system assures national coverage on all substantial 

a sim and enables the agency to keep its finger on the pulse of 

S surphy | therapidly changing markets of the N ation. y 

ht inthy | The establishment of the Military Subsistence Supply Agency con- 

akes ove | gituted an orderly transition of its predecessor agency, the Quarter- 
master Market Center System. The Quartermaster Market Center 


sales op. | System was established on the premise that commercial food buying 
thin thy | practices could be advantageously applied to the supply of food to 
It would | the Armed Forces. 


rials, It was organized in 1941 by executives of the major food chains 

But you | gs an emergency measure to procure certain perishable foods for 
at selling the Armed Forces. The success of the Quartermaster Market Center 
le market System during World War II led to its continuation as a peacetime 
‘at would | supply agency. Experience has proved that a centralized procure- 

ment agency for military foods is effective and efficient under either 
when we | eld war or hot war conditions. The Military Subsistence Supply 
t of 1949, | Agency with the increased scope of authority under the single manager 
property | concept has been able to extend the success of the quartermaster 
et, andit | market center system not only to procurement but also to the fields 
d it over | of storage, inspection, distribution, and stock fund administration of 
her fune. | subsistence for all the services. 
h that, As in any service type business the success of the operation depends 
ve would | on satisfaction of its customers. This has been achieved to a high 
degree while still maintaining a record of economy. 
his method of supply has met with excellent cooperation from the 
individual services and numerous expressions of satisfaction which 
bear witness to the manner in which the mission has been performed. 

Just as satisfied customers are the end result, the means of obtaining 
this result depend on the availability of an active and interested com- 
munity of suppliers. It is axiomatic that the greater the respect and 
confidence in the buyer and his business methods, the greater will be 
the number of suppliers willing to do business with the buyer. 

By adopting simplified and efficient buying methods and by estab- 
lishing a reputation for fair and impartial business dealings, the 
ECUTIVE | agency has been able to attract a large number of interested and re- 
CY ' sponsible suppliers. 

The existing methods of purchase, storage and distribution and 
am Maj. | the present organizational structure of the agency provide for flex- 
military | ibility to facilitate conversion from a peacetime to an emergency 
of being | typeoperation without interruption of supply. 
sion and @ flexibility and responsiveness of the MSSA in meeting sig- 
nificant unforeseen demands were conclusively demonstrated during 


Thank 


n. of the 


nt I see, 


——— 


tutes the | therecent Middle Fast crisis. Asa result of naval ships being placed 
and the | manextremely short alert status, many emergency requests for sub- 


stantial quantities of subsistence supplies were submitted to single- 
military | manager requisitioning points. The agency, without exception, was 
sly carry | ableto supply demands on time. In many instances supplies were de- 
Chicago, | _livered Within hours after receipt of telephonic requirements. 
bsistence The efficiency and economy of the operations of this agency have 
ates. : ben entirely consistent with the congressional mandate of prefer- 
_ centers | éice to small business and awards to small business concerns consti- 
fo corre- | tute well over half of the total number of awards made and dollar 
effective | value of all such awards. 
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In summary, the establishment of the single manager system py. 


vided additional supply management tools to the already efficient | 


Quartermaster Market Center system. These additional tools hay 
enabled us to eliminate duplication to streamline purchasing, inspec 
tion and distribution procedures and thus benefit both the Serviceman 
and the taxpayer. 

Mr. Houitrtetp. Thank you, General. 

Now, may I ask you how many people are in your organization? 

General MackinrosH. About 1,700, sir. 

Mr. Houirievp. About 1,700, in these different market centers, Dp 
they serve in an advisory capacity to the procurement departments of 
the different services, or do they do actual procurement ? 


MSSA PROCUREMENT 


General Macxtntosu. They do the actual procurement in mog 
cases. However, in certain instances we do act in an advisory capac. 
ity. To answer your question more specifically, where we have author. 
ized local procurement and for any reason they want us to be of as. 
sistance, then we do provide that service. 

Mr. Ho.trrevp. Let us assume that the Navy decides they want 
100,000 cases of canned tomatoes, of a certain grade in a certain sized 
can. 

Do they send that request in to you, and then, because of your 
knowledge of the supply all over the Nation and the places where 
these cases of tomatoes are to be shipped and distributed, do you 
actually place the contracts for those cases of tomatoes and allocate 
them to the different distribution points ? 

General MackrntosH. We do. However, if you talk about their 
requisitioning on us, we would have already purchased and positioned 
the tomatoes based on estimated requirements that they would have 
previously given us for the entire year. 

Mr. Hottrre.p. So, actually you are given your requirements on all 
of the things that you buy, and you buy them at the best price obtain- 
able, considering location, freight and all that sort of thing. Thenall 
they do is requisition against that purchase which you may have made 
several months previously ? 

General Macxintosn. That is correct. 


SEASONAL PURCHASES 


Mr. Hottrievp. And of course this does not apply to the purchase of 
fresh vegetables, and things like that, that are bought in season, does 
it? 

General Macxinrosn. Yes; for those items with a shorter leadtime, 
and except for items like boneless beef, which we would again have to 
anticipate their requirement, for the bulk of the perishable items, spe- 
cifically fruits and vegetables, we would not buy until we knew spe- 
cifically what they wanted. 

Mr. Houirretp. And ordinarily they would give you that require- 
ment before the season, the harvest season or the canning season, came 
on? 

General Mackrintosu. For the nonperishables they would advise us 
on a quarterly basis of their overall requirements for the next eight 
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fem pro. | quarters. For the perishables, fruits and vegetables, they would make 
efficient jnown their estimated requirements 35 days prior to a period where 
Ols have they were going to expect to use them. 


9 Inspec. 
‘Viceman | EXTENT OF MSSA MANAGEMENT 
Mr. Horirretp. What percentage of their subsistence supplies does 
tion? | go through your organization 4 
| “General MacxrnrosH. I think I should answer this way: Every- 
ers, Do | thing goes through our organization except the items which we have 


ments of permitted them to purchase locally. 
Mr. Houirieip. So for all practical purposes one might say 95 or 
yg percent would go through ? 
eneral Mackin'rosH. | couldn't give you a percentage figure, but as 
, an example, they purchase locally fresh milk, ice cream, bread, and 
In most | jkery products. Because of the perishability of these items, you 
‘Y Capac- | yoyld never want to bring them through a secondary system. 


eauthor- | fr, Honrrrep. Do you serve all three of the services ? 
be of as | General MacKinTosH. To include the Marines, the four. They like 
' tobe included. 
ley want Mr. Hotrrreip. We would not leave them out. 
ain sized 
LOCAL PURCHASE OF MILK 
of your | 


es where Mr. Ropack. While we are on this point of local procurement, Gen- 

, do you | eral Mackintosh, consider the case of the procurement of fresh milk 

| allocate | supplies. Each base presumably makes a contract with the local 
dairy. Do you have any information of a central sort with regard to 

out their | the prices paid ? 

ositioned General MackrinTosH. No, sir. 

uld have | Mr, Ropack. Do you have any idea whether a base in the State of 

Washington, let us say, pays twice as much for milk delivered as a 

nts onall | basein the State of Georgia ¢ 


e obtain. | General Mackin tosH. I believe we don’t. 
Thenall | Mr. Ropacx. Do you have any regulations or directives to prescribe 


ave made | whether a base in, say, the State of Washington buys milk in con- 
tainers and a base in the State of Georgia buys them in dispensers? 
General MackinTosH. Not to the extent that we keep track of it, 
no, sir. 
Mr. Ropacx. In other words, being local purchase, the techniques, 
the methods of acquisition, and distribution of local purchasing is not 
rchaseof | yithin your general concern ? 


son, does | General Macxrn‘rosu. No, sir. I am familiar with the practice for 

the Army, however, and of course there is a regulation which charges 
oe thm with purchasing we will say disposable containers versus reuse- 
n have to 


ible containers, and they are charged with making an award which 
ems, Spe | would be at the more favorable price. 
new spe- Mr. Rosacx. That is part of your general procurement functions. 
; General Mackrnosn. Yes, those are the regulations under which 
- require- | they work. 
on, came | Mr. Ropackx. If we wanted to find out what the pattern of retail 
priees paid for milk is in the military, we would have to get some 
agency to ask every consumer in the military setup to supply that as: 
m individual project. Is that the case, sir? 


advise us 
ext eight 
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General MacxintosH. Yes, sir. | wher 
Mr. Hoxtrrecp. It would be assumed they would buy that ona com. | becat 
petitive basis in each local area. | M 
MSSA MILK PURCHASES — 


General Macxintosu. That is correct. I might volunteer the jp.) % 
formation that in certain areas the local stations see fit to ask Us to i 
perform that service for them. Specifically in the Los Angeles ! we V 
our Los Angeles market center actually makes the contract, and tha | 
the posts, camps and stations place their orders with the supplier | aNa 


against that contract which we have made as a service for them, whic 
Mr. Rozack. Is that an option on your part, to use your contrag. " 
ing agency for local procurement ? whie 


General MackintosH. It is an option on the part of the posts, camps using 
and stations. : 

Mr. Rosack. Suppose it were the case, and this is purely hypothet. | the ¢ 
ical, suppose it were the case that in an area where there was local meni 
procurement, only one dairy would bid at a time and they would all 
alternate each 6 months as a matter of practice, one one time and om | 
another, and you would be, you might say, at the mercy of a singh | M 
eens coun 

Vould you have an option to go in and take over that contracting | 
function ? Mi 

General Macxintosn. I would say that I would, for the reason | good 
that the executive director is the one who says what items may bepur. | Ge 
chased locally, and if we were to withdraw the privilege to purchay | M. 
milk locally, then we could, yes, sir. distr 


ADDED AUTHORITY OF SINGLE MANAGER 


Mr. Rosack. You have mentioned in your statement, sir, the added | Ge 
authority which came with the status of the single manager. What, | woul 
in brief, was the added authority that you acquired over the old sys- | ‘ties 
tem ? wher 

General Mackinrosu. Under the old system, insofar as purchasing, | notic 
the Navy could voluntarily take advantage of our organization and | chan 
request us to do the purchasing for them, and we would quote their | inter 
funds on such a contract as opposed to quoting our own funds for | subm 
the Army and for the Air Force. 

In addition to the present mandatory requirement of our purchas 
ing for them, we also have the responsibility for coming up with one | tres 
distribution system, whereas previously they would have had thre | 1 
or four. Also centralized in our agency is the responsibility for in- 
spection, and then thirdly or fourthly we become involved in the stock | lave 
fund operation. 

Mr. Rogack. Do you utilize these general depots? M 

General Mackintosu. Yes,sir; we do. The nonperishable supplies, For: 
and perhaps I might explain those are the fruits and vegetables that | Sv 
come in tin cans and dry items that would be in bags, those items are than 
positioned in the depot system that exists. + Ge 


a 


= 
= 


> 
= 


CROSSHAULS AND BACKHAULS 


Mr. Rosack. Have you eliminated crosshauling and backhauling! : 
General Macxrntosu. Yes; I would say we have. The only plac 





| here it does exist is where a transportation problem would arise 
jecause of a limited number of distribution depots. 

Mr. Rosack. Where has that problem been serious of late? 

General Mackxintosu. I didn’t understand the question. 

Mr. Rosack. In what particular situation has the problem been 
: serious, the problem of crosshauling and backhauling 2 
T the in. | General MacxintosH. In the system prior to the single manager, 
Ut} would have a situation—perhaps I could give as an example— 

| ghere the Naval Air Station in Columbus, Ohio, because of that being 

and then | , Navy station, they would draw from the closest. Naval installation 
supplier | ghich happened to be the Great Lakes Naval Training Station. All 
hem. the time Seve would have been a depot right in Columbus, Ohio, 
ome which, under the present system, they would draw from, if we were 
using Columbus, Ohio. om 

In other words, we have each post, camp, and station eek on 
the depot which can most efficiently and most economically make ship- 


oH | ments to that particular installation, regardless of service. 
was 
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eles 


ts, camps 


would all CENTRALIZED PURCHASES 

e and one » ba 

fasingk | Mr. Ropack. Do you buy some commodities centrally for the whole 
country ¢ 


mtractin General MackinTosH. Yes, sir. 
: Mr. Ropackx. In the food line? I am not talking about canned 
he reason | goods, but say meats ? ; 
ay bepur. | General MackinTosH. Yes, sir, we buy them for all. _ 
purchas | Mr, Ropack. Do you buy smoked ham, for example, in this area for 
distribution throughout the world ? 


CARLOT QUANTITY BUYING 


the added | General MacktntosH. We wouldn't be able to anticipate where that 
r. What, | would come from. Our system is that when we have carlot quanti- 
1e old sys- | ties—and there is a big distinction because of transportation economies, 
* | when we have carlot quantities, then we send out what we call a 
urchasing, | notice of intent to purchase on a mailing list which is national in 
ation and | character. Then by quite an elaborate system, any vendor who is 
uote their | interested in bidding for that quantity or a portion of that quantity, 
funds for | submits its bids into the closest market center. 
| Thatdoesmany things. It, for instance, saves him a long distance 
r purchas- | telephone call. It permits a greater number of suppliers to be in- 
» with one | terested than if they had crosscountry telephone charges. 
had thre Then at a particular closing hour on a particular day, each one 
ity for in- | ofthese market centers transmits to whatever market center might 
n the stock | have this central responsibility, and then they would make an award 
used on the offers that had been received throughout the system. 
Mr. Honirreip. This would enable them then to break up the bids. 
e supplies, | For instance, if they received an offer to supply in Austin, Tex., at a 
tables that | Sing in cost per pound, you could fill that requirement there, rather 
. items are | tanaccept a higher bid somewhere else ? 
' General Mackintosu. Yes, sir. 


DELIVERY COSTS 


Achauling! | Mr. Houtrteny. Is that the advantage you would get? 
only place | General Mackinrosu. Yes, sir. 





54 MILITARY SUPPLY MANAGEMENT 


Mr. Hourrrecp. And are those bids made on a delivered-to-4] 
depot basis rather than plus freight ¢ 

General MacxrntosH. There I must make a distinction betyeg) 
nonperishables and perishables. Nonperishables we get a quotation | 
either f.o.b. origin or f.o.b. destination, at the option of the supplier 
and then if he gave us a quotation of f.o.b. origin, we would get the 
transportation rate from MTMA, and then evaluate the delivered 
of that item to the particular point. 

On the other hand, because of the short options and other factor 
that we deal with with most perishables, all perishable quotations ap 
delivered f.o.b. destination. There is one exception and that has to 
do with lettuce. The lettuce growers and suppliers will only gel 
f.o.b. origin. But the only exception is the lettuce in the perishable 
nature. 


\e- 


COSt 


FROZEN FOOD DELIVERY 





Mrs. Grirritus. How much frozen food do you buy ? 

General MacxtnrosH. This doesn’t give much of an answer, but 
we buy a lot of frozen food. Percentagewise I don’t think I can state, 

Mrs. Grirrirus. Do you buy frozen vegetables / 

General MackinTosH. Yes, ma’am. 

Mrs. Grirrirns. And frozen fruits? 

General MackrinTosH. We do. 

Mrs. GrirrirHs. Do you supply the refrigeration in trucks and con- 
veyances to the door or do you buy that from somebody else? 

General MackintosH. No, we make contracts to haul from our dis. 
tribution points to the posts, camps, and stations which we serve. 

Mr. Howirtevp. That is in your distribution, not in your procure 
ment ¢ 

General MAcKINTOsH. Yes, sir. 

Mr. Horirtetp. Was your question directed toward the procure 
ment ? 

Mrs. Grirrirus. Yes. 

Mr. Houtrtecp. You force the supplier to deliver that frozen food 
to your central depot ? 

General MackrintosH. I’m sorry. I evidently misunderstood your 
question. When a person makes known what his requirement is go- 
ing to be through a phased requisition that he gives us, then the first 
job of the requirements people is to determine whether by combining 
deliveries and considering the storage capacity of our customer he 
is able to traffic in carlot quantities. If he is able to take advantage of 
carlot quantities, then the delivery would be made right to Fort 
Benning or Fort Sill or whatever it might be. 

If we are able to buy carlot quantities and bring them into what we 
call a distribution point, then we will buy in these quantities and then 
when we make our shipment once, twice or three times a week to 2 
particular post, we then combine those items and make one delivery 
at any particular time. 


tiueawre & 
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PREPARED FOODS 


Mrs. GrirFitHs. Do you make a practice of purchasing already pre 
pared foods? By that I mean a food that is cooked, that is mixed with 
a sauce or some other such thing, or do you just buy a vegetable, 
meat and a fruit? 
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General MACKINTOSH. No, we follow the trends, the national feed- 
rer nds. For example, we buy prepared cake mixes because they 
Speen standardized by the services, and in effect they have stated 
iat that is what they want. | sare) os 

Mrs. ree Now would you buy something like creamec 

: t is frozen. 

Se Shscxterosu. No, not frozen. However we might buy, we 
jefinitely would buy canned turkey. I couldn’t quite say if it was 
creamed for what we call our operational ration or for those situations 
ghere we want variety but don’t have refrigeration to provide suffi- 
ee eelperrse. I think it has just ruined KP duty, has it not? 

General Mackin TosH. Not enough, I don’t think. 

Mr. Rewuman. Mr. Chairman, could I ask the general this: The 

rocurement of frozen vegetables, has that eliminated to some degree 
the procurement of fresh vegetables at different areas throughout the 
country # es ty 

General Macx1nTosu. I believe it has not eliminated or reduced the 

rocurement of fresh, but it would reduce the procurement of canned. 

Mr. Rewiman. Of canned? 

General MackrintTosH. Yes, sir. 

Mr. Rutman. But it hasn’t affected the fresh at all, to speak of? 

General MactntTosH. I believe that is correct. 

Mr. RreunmMan. I was just wondering whet her there would be any 
savings, because fresh vegetables too are quite perishable and I don’t 
know whether or not there are enough of them that could be purchased 
inthe frozen stage to save in waste, of which I am sure there is a great 
deal in fresh vegetables. 


MENU AND DIETARY FUNCTION 


General MackxintTosH. Yes, sir. I perhaps should volunteer this: 
That the menu and the food requirements are made up by representa- 
tives of the service so that we only provide them what someone else 
has said they will be fed. We would not attempt to sell them fresh 
items in lieu of frozen items or any other substitutions like that. 

Mr. Horirretp. That policy is made elsewhere. Your dieticians and 
food experts set up those formulas for feeding, I suppose, and balanced 
diets and all that sort of thing ? 

General MackrntosH. Yes, sir. 

Mr. Hotirietp. You get your requirements. You just strictly follow 
the requirements in procurement. 


ITEM SUBSTITUTION 


General Mackintosu. That is correct. Like anything else there are 
exceptions. If you might be interested, we do have some flexibility. 
For instance this last fall when the quantity of canned salmon, require- 
ments meee on us appeared to be so great that we were getting into a 
price that we thought we should not pay, then we make known to the 
ervices that problem and ask them if they would take a certain per- 
centage of tunafish, for example. 

ast growing season also the apricot crop was very, very small. 
ecould not obtain our requirements of apricots at the right price, 
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so again we go back to the services, make known that fact, and ask them 
if they would take applesauce or peaches or pears or whatever it might 
be, and in almost every case they do. 

Mrs. Grurrirus. Can you tell the difference in price of frozen o 
fresh or canned vegetables? I mean do you know whether yoy have 
saved or if the price has increased? I take it it has increased gener. 
ally lately but you can tell whether that is a rising price or a differeng 
between frozen food and canned food ¢ 

General MacktntosH. No, I couldn’t answer that. 

Mr. Rosackx. I mentioned smoked hams before because I read in g 
Comptroller General’s opinion recently there was a dispute with, 
Union Pacific on the charge for hauling smoked hams, a shipment 
to port for the Far East, and I just wondered whether the smoked 
hams came from this area or what the purchase policy is in an jtey 
like that ? 

General Mackintosu. Well, the fellow who got the contract should 
have been the low man who made an offer to us. 


OVERSEAS SHIPMENTS 


Mr. Rogacx. In the case of transshipment for overseas, is the bulk 
of your foods shipped from here ¢ 

General MackintTosu. I would say the bulk would. However, 
again to give an example, when we buy the annual pack of those par. 
ticular fruits, for instance, that originate in California, the peaches 
the pear and those items, we know where the eventual destination 
will be, Europe as opposed to Japan, and we are charged with getting 
costs from the military transportation agency in St. Louis of process. 
ing those items through the various ports of our country. In most 
cases, we would position the canned peaches right in California, and 
then they would be shipped by water from a west coast port to Europe 
rather than going overland by rail. 


LOCAL PURCHASE OVERSEAS 


Mr. Ropacx. What types of food would be procured locally by 
the theaters? 

General Macxintosn. First of all, they are not permitted to buy 
nonperishable foods. Also by perhaps an administrative determina- 
tion, frozen meats are considered to be nonperishable insofar as the 
authority to purchase overseas is concerned. 

Mr. Rosack. That comes from the United States? 

General Mackrnrosu. Yes, but as an example, potatoes. We do 
not buy potatoes for Europe. They purchase their own. There 
would be many fresh fruits that would be purchased in Europe for 
the troops over there. On the other hand, an American item that 
perhaps wouldn’t taste like the same item in Europe, and perhaps also 
because of the quantity involved, such as lettuce, we do ship to Europe. 


SUBSISTENCE NOT UNDER MSSA 


Mr. Rozsack. What subsistence is not under your control? You 
mentioned local procurement. What. subsistence items are not under 
your control ? 
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General MacxinTosH. The dairy products, milk, ice cream, and 
the like, the bakery products, to include bread. W e permit each 
, camp, and station to buy those low-volume items that we 
ove are readily available in most communities and which we feel 
gould not be economically and efficiently processed through a cen- 
ral depot. system. Phat would include such items as molasses and 
mushrooms and noodles and things that perhaps were on a menu only 
gfew times each month. And then finally we do not purchase—each 
(ONUS camp is permitted to purchase locally its own brand-named 
items for resale purposes. ; 

Mr. Ropack. That is commissary and PX-type items‘ 

General Mackinosu. Yes, sir. 

Mr. Ropack. You don’t handle any of that ? ht 

General MackintosH. We don’t handle them as such for CONUS. 
However, we do handle the purchase notice agreements which are 
wntracts, open end contracts, made with suppliers who state that for 
gcertain price they will always be prepared to make on-call deliveries 
toany particular post, camp, and station. But there again I believe 
it would be correct to say that we control them because we do the 
contracting and supervise the appropriateness of price. 

Mr. Ronack. Do you control any overseas depots ¢ 

General Mackin'rosH. No, sir. 

Mr. Ropack. Once subsistence leaves dockside, that goes into a 
particular service ¢ 

General Mackin'rosu. It goes into a retail stock fund over which 
[have no control. 

Mr. Ronack. Mr. Chairman, for purposes of factual information, 
in addition to the statement which General Mackintosh has read and 
which other witnesses will read, we have received replies to specific 
questions which the staff asked, and with the committee’s permission 
those will be included with the testimony of the witnesses. This is fac- 
tual information which adds to the record but which would be too 
laborious to go over in detail in hearings. I do have some more ques- 
tionsand I would like to ask Mr. Dahlin to conduct the interrogation. 

Mr. Hotirietp. The matter referred to will be received, without 
objection. 

(The MSSA reply to the questionnaire appears at the end of 
General Mackintosh’s testimony. ) 

Mr. Houtriretp. Mr. Dahlin, do you have some questions ? 

Mr. Danuin. Thank you, Mr. Chairman. General, what specific 
actions had to be taken to convert the Quartermaster market center 
system into a single agency operation / 

General Mackin'rosu. Well, the agency was activated of course and 
then we receive—and I might say this was quite some time before I 
wer joined the agency—through directives from higher authority 
we receive our authority and our statements of responsibilities. 

Mr. Dautin. There was no large-scale change involved, in other 
words ? 

General Mackin‘rosu. Yes, sir, there would have been. 

Mr. Dauuin. I am trying to get at what particular activities have 
been moved, changed, altered in order to convert them ? 
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CONVERSION OF MARKET CENTER SYSTEM 


General Macxrintosu. As I believe we brought out, the marke | 


center system was basically a purchasing organization. Prior to the 
establishment of the MSSA, the requirements would have been com. 
puted in the Quartermaster General’s office for the Army and for the 
Air Force, and of course in the Navy office for the Navy. 

With the establishment of the supply agency, the personnel spaces 
were transferred from Washington to Chicago. Another large fuye. 
tion that was transferred was that portion of the inspection seryjeg 
that dealt with subsistence, some 240 spaces I believe which were 
transferred from Philadelphia to Chicago. 

Mr. Dauuin. Do you have any records of the costs of the change. 
over, sir? Does the agency have those available ? , 

General Macktntosu. No, sir, not the cost of the changeover, 

Mr. Danuin. Your operation has essentially not changed, and yoy 
make no particular claims for large percentages of saving as the 
result of this changeover to a “single manager” operation, is that 
correct, sir? 

General Macxrintosu. No, sir, I don’t think that is correct. Jy 
answer to the questionnaire which has been mentioned, I think we 
gave facts which would indicate that since the establishment of this 
agency, I would say in the neighborhood of $4 million annually is be. 
lieved to be saved. 

Mr. Danturn. One of the items was the utilization of Cheatham 
Annex as the central depot on the east coast. This was a step whieh 
had been urged since 1949 and it was finally done in 1956, is that right! 

General Mackinrosn. Yes, sir. 

Mr. Dantrn. Was the additional authority given to a single man- 
ager a help in bringing about that reform ¢ 

General Macxrnrosu. I’m sure it was. 

Mr. Rosackx. Have you been able to get the Navy to reduce its 
20-year supply of hamburgers? 

General Mackrnrosu. Well, I don’t know if they ever had 20 years, 
but we get along very well with the Navy. As I mentioned very 
briefly in our opening statement, at the time of the Middle East 
speedup of supply, let’s say, we apparently satisfied our good Navy 
customers and they were very kind in sending to us letters, which 
indicated their satisfaction with the setup. 

Mr. Rosack. You are satisfied that the Navy digestive system does 
not need its own special organization, is that it ? 

General Macxrntosu. No, sir; I couldn’t say that. 

Mr. Ho.irrevp. General, don’t you allow the staff to lead you and 
put any words in your mouth. 

General MacxintosH. No, sir; well, I don’t want to get funny here 
either. 

Mr. Rorack. After all, this is serious business. An Army travels on 
its stomach. 

Mr. Danutin. General, was any overseas buying done in the Lebanon 
situation? Or did all the subsistence come from single manager 
stocks to support that operation ? 

General Macxrntosu. I honestly couldn’t answer that in its entirety 
because I don’t know what they bought overseas. But as you can 
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well imagine, in an operation such as that, they would be planning 
to go places, perhaps without refrigeration, so that the items that 
they would require would be very different from the items that they 
would be eating on a daily basis. So that we would have supplied 
tothe Army items out of our special reserves, and also the Navy would 
have been stocking up items to carry them through a longer period 
of time. So that the very nature of the items that would be requi red, 
if you are going to be away from a supply point for a significant 
period of time, would be ones that I believe they would not be prone 
to buy overseas. 
MSSA MOBILIZATION ROLE 


Mr. Dann. General, in a case of another emergency, and perhaps 
alittle larger scale, would an immediate expansion of your warehouse 
requirements be required, or is your operation such that you don’t 
need to expand ¢ : 

Has the single management operation, in other words, contributed 
to your functioning and readiness for emergency situations? 

General MackintrosH. We would have to expand. However, we 
have, as any other military agency, we have, of course, our mobiliza- 
tion plans and our requirements are made known to the people who 
generally manage the depot system, so that I am sure that our require- 
ments are being provided for. 

Mr. Danutn. We asked you in the questionnaire, under emergency 
conditions, whether other agencies of the Government might call on 
you for stocks. Your answer is essentially that civil defense agencies 
and other organizations might have to call on you for support of their 
operations or support of the civilian population. Your answer notes 


- that there is little coordination along this line. 


Is there any liaison directly between your agency and OCDM, 
either on a regional or a headquarters basis ? 

General MackinTosH. No, sir. As I understand my responsibility, 
I have no responsibility for insuring supply to any civil defense 
agency. 

Mr. Dantixn. Do you provide any information to indicate what 
supplies might be available in this case, that would be of assistance 
on this problem ¢ 

General Mackin'trosH. Not that I know of, sir. 


PROTECTED STORAGE 


Mr. Houirreip. Do you have any interest at all in seeing that sur- 
plus food supplies, such as our great wheat surplus and other sur- 
pluses, are stored in such a way that they might be protected against 
radiation in case of war ? 

General Mackinrosu. No, sir. 

Mr. Hoxirietp. No one has ever assigned to you any mission along 
that line 2 

General Mackinrosu. They have not. 

Mr. Houirrevp. Nor has there been any assignment to you of spe- 
dial responsibility to store your existing stocks in areas that might 
befree from fallout ? 

General MackrnrosH. No, sir. 
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Mr. Ropack. I might ask this, Mr. Chairman, whether you have | 
the research responsibility for the problem of food and radiation! 
Do you conduct any work in that area ‘ 

General Mackin'rosH. No, sir. 


MSSA RESEARCH RESPONSIBILITY 


Mr. Rosack. Do you have a research responsibility in the Subsist. 
ence field ¢ 

General MackintrosH. I do not. 

Mr. Ropacx. Who has that responsibility 4 

General MacxtnrosH. That is in the Office of the Quartermaster 
General, and specifically in the Quartermaster Food and Containg 
Institute for the Armed Forces, which by good fortune is located 
also in Chicago. 

Mr. Rosack. But is not the theory of a single manager that yoy 
build up a body of experience, of expertise in the field¢ I had the 
impression that at least in some single management agencies, research 
is clone. 

We will inquire on that point. But you don’t have any researe) 
responsibility ¢ 

General MackrntosH. No, sir. 

Mr. Dann. Are you kept completely informed on research by 
the other agencies / | 

General MackxintrosH. Yes, very much. They are in Chicago, and 
of course, every day problems which we learn of through our inspec. 
tion system and the very mild difficulties that we might have with 
industry, we make those comments known to the research organiza. | 
tion, and every specification which they propose to publish is made 
available to us for our comments before publication. 


MSSA INSPECTION RESPONSIBILITY 


Mr. Ropackx. Do you maintain the inspection service for Quarter. 
master food ¢ 

General MackrntosH. Yes, sir. 

Mr. Rorackx. You perform that as part of the single manager 
agency operation ¢ 

General MackintTosH. Yes, sir. 

Mr. Ropackx. Do you perform such services for the Department 
of Agriculture at this time ¢ 

General MackintosH. No, sir. On the other hand, they perform 
many services for us. 

Mr. Rozack. They do part of your inspection work ? 

General Mackinosu. Yes; specifically in meats they do all of the 
grading. Then on inspection the country is divided up between the 
Department of Agriculture and the Army areas who have the veter- 
inary officers, and they take care of the inspection of those products 
for the agency, and we pay them. 


FOOD PROCESSING ACTIVITIES 


Mr. Rozacx. What kinds of subsistence items are processed by you | 
agency, or any other military agency ¢ 


( 
but 


ou haye | 
diation! 


> Subsist- 


ermaster 
Lontainer 
Ss located 


that you 
had the 
, research 


research 


search by 
cago, and 
ar Inspee- 
rave with 
organiza- | 
h is made 


> Quarter- 


> manager 


epartment 


y perform 


» all of the 
etween the 
» the veter- 


se products 


sed by your | 


MILITARY SUPPLY MANAGEMENT 61 


General Mackintosu. I believe the only thing would be the CCC 
butter. We receive the butter in tub fashion, and we make a contract 
to process it into 1-pound prints; other than that, I believe that is the 
only thing that we process. 

Mr. Ropacx. I was asking whether any Government installation 
actually did the processing, as at one time and maybe to some extent 
now, coffee was roasted? = 

General Mackinrosu. No, sir. We buy it all put up in the can, 
roasted and ground. rE . 

Mr. Ropack. Are all the coffee roasting installations disestablished ? 

General MackintTosH. Yes, sir. 

Mr. Ropacx. And there are no other food-processing operations 
maintained by the defense agencies? 


REFRIGERATED STORAGE 


General Mackrn'rosu. I know of none. 

Mr. Danwin. The contracts for refrigerated storage space are ad- 
ministered by your agency. How large a program is that dollarwise 4 

General Mackin'vosu. it probably amounts to a bill of about $2.3 
million a year, including our commercial distribution point operations. 

Mr. Daunutn. How long term are the contracts ? 

General Mackxin'rosu. They are for 1 year. 

Mr. Danuin. And they include commitments for supply of extra 
space in emergency. ‘This is part of your expansion potential then, 
this contract administration ? 

General Mackinrosu. Yes; these contracts provide for their mak- 
ing available to us in an emergency 25 percent of their capacity. 


REQUIREMENTS 


Mr. Dann. I will try to get more specific as to requirements com- 
putation, sir. You stated im your answer both here and in the ques- 
tionnaire that you are continuously in contact with service subsistence 
centers. These centers are not necessarily in the same place, are they ? 

General Mackinrosu. No, sir. 

Mr. Danuin. There is some comunication problem left in this par- 
ticular commodity area? 

General Mackintosn. The Navy subsistence office is in Washington. 
The Air Force is in Marietta, Pa., I believe it is, and then the Army 
is in Chicago. 

Mr. Dautin. You also coordinate on a regional basis for area re- 
quirements ? 

General Mackrn'rostr. No; these offices make known their require- 
ments on a regional basis. 

Mr. Dantrn. One general recommendation that appears to have 
been made is that such centers should all be located as close together 
as mone 

yeneral Macxrnrosu. I think it would be desirable. However, I 
also have an appreciation that they also have liaison in a different 
direction that might be less desirable if they were in Chicago. 


REGIONAL ORGANIZATION 


Mr. Dantin. Along that line, sir, your area breakdown in your 
geographic location of the market centers, and in fact your whole 
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organization, was originally set up along Army lines. Have you hag 
any problems in matching it up to the Air Force and Navy regiong 
breakdowns within this country, or overseas 4 

General Macxrntosu. Not exactly problems. However, a readjug. 
ment was made, and specifically in those market centers, when ye 
picked up the responsibility for the Navy, that meant that then jy 
Boston, Philadelphia, and San Diego we had quite a volume of dig. 
tribution activity, and previously we did not have any field office 
there. 

So that field offices were established in order to give a better seryicg 
to these concentrated Navy customers. 

Mr. Daun. Sir, the Air Force never separated in this function 
from the Army since 1945 ? 

General Mackinrosn. That is correct. 

Mr. Daun. So that your area is particularly fortunate, in that 
you did not have to pull together three competing systems. Yoy 
simply had to take over such Navy depots or functions as were dupli- 
cated. Is that the case? 

General Mackintosu. Yes, sir. 

Mr. Daun. This would not necessarily apply in other commodity 
areas. You have not had experience with an area where there may 
actually have been duplication for some years prior to the setting 
up of the single manager agency ? 

General Macxintosu. That is correct. 


PERSONNEL FROM OTHER SERVICES 


Mr. Rogpack. You utilize military personnel from the other 
services ? 

General Macxintosu. Yes, sir, both in my own headquarters and 
in the market center offices. 

Mr. Rozacx. Do you have to train them and indoctrinate them in 
the Army procedures? They have to work under your system! 

General Mackintosu. I suppose they do. They have been work- 
ing with a slightly different system, so they must become acquainted 
with it. 

Mr. Ropack. What is the rationale for utilizing other service per- 
sonnel? Is that because they acquire some degree of representation 
thereby or is it just because they are available in that particular area 
of experience / 

General Mackintrosn. I imagine, and this is an assumption on my 
part, that they have a career program for officers in the subsistence 
field, and their opportunity for service would be somewhat limited, if 
they never could get above the retail level. 

So that working in the single manager agency certainly permits 
them to get a viewpoint that, at least under this system, they otherwise 
would not be able to have. 

Mr. Rosack. To the extent that a service needs trained people in, 
let us say, food distribution, unless they have personnel stationed in 
your agency, they could not get that kind of training unless they added 
another activity on top of it? 

General Macxrinrosu. At the level we now have, yes. 
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MILITARY SUPPLY MANAGEMENT 6: 
REFRIGERATED STORAGE CONTRACTS 


Mrs. Grirritns. On these refrigeration contracts, you say that you 
have a clause that would permit you to use up to 25 percent of their 
establishment on an emergency basis, is that right ? 

General Mackinrosu. Yes,ma’am. ] 

Mrs. GrirrirHs. Have you ever done it? 

General MackintosH. Not during my time; no, ma’am. 

Mrs. GrirrirHs. Do you now know the difference between your rate 
and other commercial users or is that the way you rent it? I mean 
are you renting in competition with commercial users? 

General MackintosH. Yes. 

Mrs. GrirrirHs. Do you get a better, or not such a good rate? 

General MackrnTosH. From my visits with them, and the amount 
of crying they do, we seem to get a better rate. That is what they try 
andtellus. I haven’t examined their books on that. 

Mrs. Grirrirus. It is not very much money but I would think you 
would get a better rate if you didn’t have the reservation. If they 
have any judgment, they are charging you for a very considerable 
capacity you are not using. ; 

General MacxintosH. Well, I did not want to elaborate too much, 
but when the question was originally presented to me, I didn’t quite 
get the point. Actually in our refrigerated warehouse work, the 
problem falls in two fields. In the field of their being willing at any 
time to make available to us 25 percent of their capacity, that is really 
mobilization planning which would make available to us on short 
notice the storage capacity that we might need. On the other hand 
we also make specific contracts dealing with much more accurate in- 
formation as to the tonnage in and out, and the period of time that 
the commodity would be in their refrigerated facilities. This we 
handle as a special separate task. 


BUYING FOR OTHER DEPARTMENTS 


Mr. Dantin. General, in your answer to our questionnaire there is 
the notation that the agency receives requirements for subsistence from 
the mutual security program, Atomic Energy Commission, Coast 
Guard, and other acquisitioners. This is a relatively small operation 
ona spot basis, is that the case? 

General Macktntrosu. Yes. In certain locations some of these 
people have had either difficulty in getting items in their locality or 
else they have not been satisfied with the prices which they had to pay, 
so that by approval at the department level, they are serviced by us. 

Mr. Danurn. Individual installations? 

General Mackrntosu. Yes. For instance we take care of the Coast 
Guard station out of Jacksonville, Fla., we take care of an Atomic 
Energy setup out of Los Angeles and very isolated cases, and on an 
individual basis. 


DIRECT VENDOR DELIVERY 


Mr. Dautin. I want to make it clear for the record, General, that 
about 48 percent of your purchasing went directly to the requisi- 
loners, according to your statement. The bulk of your operations 
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is buy and sell, and you are not so much concerned with invento 
stocks. Is that the case for peacetime operations, sir? 7 

General MackintTosu. Well, the way it works is that there perha : 
is no item that we traffic in on solely a direct delivery basis, but winal 
the quantities required by the customer are such that we can mor 
economically make a direct delivery rather than processing that quan- 
tity through a depot or one of our perishable distribution points 
then we make that direct vendor delivery. ng 

Mr. Danuin. General, is there a uniform set of requirements com- 
putation formulas in this area, or do the services differ? 

That is, before the requirements get to you, do you know if the 
services have uniform computation formulas for requirements? 

General Mackrinrosn. I don’t know if they do or they don't, 

Mr. Danwin. This is so much a departmental matter that it does 
not come down to this level at all? 

General Mackintrosu. No, sir. 

Mr. Rosack. General, you have told us about things you have g. 
complished in your agency. What are the most difficult problems 
you are confronted with from the standpoint of your agency, con. 
sidering where it is located, the services it has to deal with, the 
problems that are thrust upon it by the Military Establishment? 

What is your toughest problem? Don’t tell me you don’t have any 
problems. 

General Macxinrosu. We have very few. I honestly would gay 
that the toughest problem we have is some vendor who has a long 
supply of some item; he writes to his Congressman and wants us to 
take it off his hands. 

Mr. Ropack. You know that Congressmen never interfere in things 
like that. 

General MackintosH. No, sir; they don’t. But we attach a lot 
of importance to a letter from a Congressman. We are very for. 
tunate, I believe, in this transition from a very highly regarded 
agency in wartime that was set up by experts that are in the chain- 
store business, and therefore we seem to be able to do a very nice job 
in following trade practices. We don’t seem to have too much trouble 
with our suppliers, and, fortunately, our customers are nice people to 
deal with, so that we lead a very happy life. 


PRICING PROBLEMS 


Mr. Rosack. There was considerable discussion this morning about 
the problems of pricing and other obstacles to redistribution of assets. 
How does that problem present itself to you / 

General Mackinrosu. We really don’t have much trouble in that 
field at all. And I think some of the reason for elimination of prob- 
lems might be the way we go about it. As an example, we might 
arry, let’s say, canned peaches in a No. 10 size, and then in a 2 
pound size. Now when it comes to pricing we put those two different 
sizes in the same pot and come up with a uniform price per standard 
unit. That has a great advantage to us in that if for any one of 
many reasons we might not have the assets to meet the requirements 
in one particular size, we can make a substitution with the consent 
of our customer, and he usually will go along with it because there 
would be no increase in price. 
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We do our own pricing. 
[ don’t want to volunteer too much information, but for what it 
s worth, we are charged with maintaining the integrity of the stock 
fund. Therefore we get involved in projected prices. I am also very 
roud when I get our financial report each quarter of the very small 
variance between our projected standard price and the invoice price 
ve have to pay. 

that we have : : he 

4s an example, after 9 months of operation this fiscal year, that 
jifference only amounted to four-tenths of 1 percent and on the plus- 


side. 
MSSA MARKUPS 


Then, in our standard price, we must include a markup which takes 
care of our transportation bill, both first destination and second 
destination. We must also include in there any possible loss, both in 
the wholesale fund and the retail fund. So that all in all, pricing 
does not give us much trouble. 

Mr. Ropack. You have an averaged-out markup ? 

General MacktnTosu. Yes, sir. 

Mr. Ropack. You don’t deal in markups for particular shipments 
oranything like that ? 

General MackinrosH. No, we just deal in an average, sir. 

Mr. Ropack. Was that one of the pressures inducing local pro- 
curement, because someone frequently had the opportunity and could 
buy cheaper on a local basis if he didn’t have to pay that markup? Is 
that one of the problems ? 

General Mackrw'rosH. The problem comes up, but I wouldn’t call 
ita real problem. If a post is located in a growing area that at some 
particular time they could buy watermelons at a very reasonable 
rice, and probably less than our standard price, then we let them 
be them. 

Mr. Rosack. General, have you made any recommendations for 
any change in the functioning and operation of your agency? 

General Mackinrosu. Only the recommendations that we would 
make on a periodic basis. We are forever analyzing our operation 
and trying to determine ways of improving it. And when a study 
would result in our wanting to change something, then we make that 
proposal. 

Mr. Ropack. You don’t have anything that is actively a matter of 
concern before you ? 

General MackintosH. No, sir. 


ELECTRONIC DATA SYSTEMS 


Mr. Dantin. General, does your agency use computers to evaluate 
bids and prices 

General Mackrntosn. No, sir. We haven't. We are making 
studies as to whether it is a profitable thing to do for certain items, 
but as yet, we have not come up with a conclusion. 

Mr. Ropack. What is the theory of that, General? Is that be- 
cause you get so many bid prices that you can have machine analysis? 

General Macktnrosu. Yes, sir. For my own satisfaction, it would 
be to very quickly determine that the decision that you are making is 
acorrect one. 
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Although it sounds simple to determine who is the low man f, 
delivery to a particular place, when you have someone who wij] bi 
all or none, or he will only take four carlots or something like that, | 
then it is a very time consuming operation to know that the oyeraj | 
total is the lowest to the taxpayer. 

Mr. Rosackx. That would be by distance and by mode? 

General MackintosnH. Yes, sir. 

Mr. Rosacx. You have so many variables to analyze, you th 
machine operation might cut down too on the time? ; 

General Mackrintosu. I was hoping that it would, but so far T ay 
unable to prove it. ; 

Mr. Dantin. General, would you be able to say that the sinol. 
manager authority and the changeover to this operation has produce 
more significant data in the field of subsistence than has ever beep 
accumulated before? Was the former agency or division of the 
Quartermaster Corps just as well set up and as well supplied with 
data? 

General Macxrintosu. Again I don’t know what they had before s 
I couldn’t say. 

Mr. Dantrn. That is all. 

Mr. Horirretp. General Mackintosh, you have been a very fine 
witness. ; 

You are doing a good job in your single management operation, 

General Mackrintosu. Thank you, sir. 

(The MSSA reply to the subcommittee questionnaire follows:) 


ink 


REPLY TO QUESTIONNAIRE OF THE MILITARY OPERATIONS SUB. | 
COMMITTEE OF THE HOUSE COMMITTEE ON GOVERNMENT 
OPERATIONS \ 


Prepared by the Executive Director, Military Subsistence Supply Agency, 
May 1959 


Part I 
1. Name of Agency 
Military Subsistence Supply Agency. 


2. Agency charter 

DOD Directive No. 5160.11, May 3, 1956, and change 1 thereto, dated Septen- 
ber 25, 1958, and change 2, dated March 17, 1959. 

Question. Have all functions assigned by the charter been assigned to the 
ixecutive Director? 

Answer. Yes. All operating agency functions have been assigned to the Execu- 
tive Director as prescribed by the charter directive. 


8. Executive Director. 


Hugh Mackintosh, major general, USA. 
Date of appointment: August 1, 1958. 
Prior assignments: 
April 1958 to August 1958: Deputy Quartermaster General, OQMG, 
Washington, D.C. 
February 1956 to April 1958: Assistant Quartermaster General for A¢- 
ministration and Services, OQMG, Washington, D.C. 
July 1954 to February 1956: Commanding General, Columbus General 
Depot, Columbus, Ohio. 
September 1953 to June 1954: Acting Quartermaster, Army Forces Far 
East, Japan. 
November 1952 to September 1953: CO, Tokyo Quartermaster Dept, 
Japan. 
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September 1951 to October 1952: Quartermaster, 8th U.S. Army, Korea. 

January 1951 to September 1951: Chief, Procurement Branch, Supply 
Division, OQMG, Washington, D.C. 

July 1948 to January 1951: Chief, Industrial Mobilization Branch, Mili- 
tary Planning Division, OQMG, Washington, D.C. 

August 1947 to July 1948: Student, Industrial College of the Armed 
Forces, Fort McNair, Washington, D.C. 

February 1946 to August 1947: Quartermaster, First U.S. Army, Gov- 

ernors Island, N.Y. ; 

July 1945 to February 1946: Assistant Quartermaster, Headquarters, 1st 
Army, Fort Jackson, 8.C., and Fort Bragg, N.C. 

January 1944 to May 1945: CO, 471st Quartermaster Group, United King- 
dom. 

August 1943 to January 1944: CO, 471st Quartermaster Truck Regiment, 
Burope. . eee 

July 1942 to June 1948: Quartermaster 26th Infantry Division, Camp 
McCoy, Wis. and Wilmington Del.; Fort Jackson, 8.C.; A. P. Hill Military 
Reservation, Va.; and Camp Gordon, Ga. 

July 19387 to March 1942: CO, Motor Transportation Officer and Executive 
Officer, Fort Devens, Mass. 

October 1936 to June 1937: Student, Infantry School, Tank Course, Fort 
Benning, Ga. 

August 1935 to August 1936: Student, Infantry School, regular course, 
AN Fort Benning, Ga., 10-month course with intervening duty at the school. 

October 1929 to August 1935: Line Officer, Infantry with service in Philip- 
pines February 1932 to January 1935. 

Graduate, 1929, U.S. Military Academy. 

j. Brief history of agency. 

Question. Agency which preceded the single manager agency, if any. Differ- 
ence in authority and mission from prior agency. 

Answer. The Military Subsistence Supply Agency was established as a single 
manager agency by the Department of Defense in 1956. It succeeded the Quar- 
termaster Market Center System which up to that time had been the single 
service agency for the purchase of wholesale food requirements of the military 
services. 

The Market Center System was established in 1941 as a wartime agency with 
the initial assignment to purchase fresh fruits and vegetables for the U.S. Army 
and its then component arm, the Air Force. 

Successful in solving wartime problems in the area of fresh produce supply, 
the scope of the organization rapidly was expanded during the war to include 
all types of perishable foods. Participation in the program by the Navy and 
Marine Corps, who became voluntary customers of the market centers, occurred 
in the first year of activities. 

At peak of wartime operations, the system embraced 36 market centers and 
ll field offices directed from a headquarters in Chicago. During World War II, 
they supplied $3% billion of perishable foods to domestie and oversea installa- 
tions of the armed services. 

Statutory authority for the informally accepted responsibility of supplying 
other military departments was enacted in 1947. Central subsistence supply 
thereby continued as a function of the Quartermaster Corps and the Market 
Center System. Participation of the Navy, however, continued to be on a volun- 
tary basis. 

In 1953, the Quartermaster General merged the procurement responsibility for 
perishable and centrally procured nonperishable foods—hitherto conducted by 
dual Quartermaster agencies—into the Market Center System so that all types 
of subsistence were centrally procured as of that time. 

In the transition from the Market Center System, the Military Subsistence 
Supply Agency has acquired—in addition to the initial market center purchas- 
ing assignment—the additional major responsibilities for determination of net 


requirements, storage, distribution, inspection, and stock fund administration of 
nilitary subsistence. 


5, Authority 


Question. Extent of authority granted in relation to whole supply function ag 
to this commodity area. 
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Answer. The Executive Director for Subsistence is responsible to the Sec 
of the Army through prescribed channels for wholesale subsistence 
has authority to: 

(a) Exercise technical supervision over the adequacy of 
catalog. 

(b) Compile wholesale gross requirements and compute wholesale Net require 
ments. 

(c) Direct and control the central procurement of wholesale requirements 

(d@) Direct and control inspection functions. : 

(e) Determine storage space requirements. 

(f) Direct and control wholesale distribution and redistribution of 

(y) Direct necessary disposal actions. 

(h) Initiate actions with established operating agencies for functions of rout. 
ing, rating, and classification adjustments, and other functions as required for 
wholesale distribution and redistribution, including shipments to the retaj] level 

(4) Direct and control industrial mobilization planning. ‘ 

(j) Assure the integrity of mobilization Reserves of the separate seryic¢ 
eluding adequacy of rotation programs of the separate services. 

(k) Administer the subsistence division, Army stock fund. 

(1) Recommend, advise, and participate in reduction of types of assigned items 
from the viewpoint of procurement and distribution. 

(m) Negotiate and administer purchase notice agreements (supply bulletins) 

(n) Review and comment as necessary on the validity of subsistence require 
ments received from the military services. 

(o) Perform inventory control of single manager subsistence. 

(p) Initiate action to redistribute excess stocks reported by retail supply 
activities or to return to single manager depots or other disposition. ; 

(q.) Furnish to the military services information concerning status of m 
serve stocks, market trends, ete., as required to discharge their responsibilities 

Question. Is authority granted sufficient to improve management and lessen 
cost to the Government with respect to this commodity, on the basis of the 
Agency’s experience? 

Answer. Yes. 
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6. Command channels 


Question. Command channels from the Agency or Executive Director to the 
single manager: Military, administration, fiscal, working, management. 

Answer. The Quartermaster General: The Deputy Chief of Staff for Logistics: 
Assistant Secretary of the Army for Logistics. 

Question. Is the Agency’s place in the departmental organization appropriate 
to the task? 

Answer. Yes. 

Question. Does the place in the organization of the department affect the 
authority of the Executive Director? Does it affect the Agency’s efficiency’ 

Answer. No. 


7. Agency’s mission 
To effect supply of subsistence to meet military requirements at minimum cost, 
8. Operations 


Question. Are operations entirely in the Zone of Interior or do they extend 
overseas? 

Answer. MSSA operations are limited primarily to the continental United 
States and do not extend overseas, except that the Agency provides technical / 
advice and assistance when requested on a worldwide basis. 

Question. Is Agency organized to operate efficiently in limited war conditions? 

Answer. The Agency is organized to operate efficiently in limited war con 
ditions. 

Task description, general——Receives estimates of subsistence requirements 
from all military services and compiles wholesale gross requirements and com 
‘putes net requirements. 

Exercises technical supervision over the adequacy of the subsistence catalog. 

Receives requisitions from consuming installations and/or oversea supply | 
agencies for all subsistence requirements. 

Determines inventory stock levels for both perishable and nonperishable | 
subsistence items and makes systematic reviews of inventories. 
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Determines quantities and items to be shipped from perishable iNVentorieg 
and initiates procurement action for requisitioned items not in stock, Initiates 
procurement action for stock replenishment of perishable items baseq Upon 
overall net wholesale requirements. 

Maintains inventory records of all nonperishable subsistence by categories and 
initiates procurement or redistribution action as required to maintain adequate 
inventory levels. 

Determines total storage space requirements and arranges for use of Govern. 
ment-owned and/or commercial dry and cold storage space as required. 
plements the commercial warehouse plan for refrigerated storage space, 

Arranges for use of commercial cold storage facilities as distribution points 
and negotiates contracts covering “in-and-out” handling of subsistence items at 
such locations. 

Directs and controls the inspection of all single manager subsistence Supplies 
Prescribes inspection methods, reporting requirements, and other special] ins 
structions relative to inspection of subsistence items. 

Initiates action with the Military Traffic Management Agency for routing 
rating, and shipping subsistence items. 7 

Negotiates directly with carriers for section 22 rate quotations, assuring the 
use of intransit privileges to the maximum extent possible in the distribution of 
subsistence items. 

Administers the subsistence division, Army stock fund. 

Maintains records of subsistence purchased, funds disbursed, inventory levels, 
sales to consuming installations and other statistical data. This include 
financial, inventory accounting and control of funds in the wholesale account 
and reimbursements received from the retail stock fund level. 

Negotiates and administers purchase notice agreements and monitors the 
publication of supply bulletins on brand name subsistence items purchased by 
all military services for resale in post exchanges and commissaries. ; 

Maintains records of contractor contract compliance and prescribes policy to 
assure proper vendor-Government relationships. 

Evaluates requests for local purchase authority and grants such authority 
when determined to be in the best interest of the Government. ; 

Maintains continuous studies of subsistence markets, the progress of agri- 
eultural development in the field growing areas and determines on a nationwide 
basis the most advantageous areas in which to buy. 

Receives requirements for subsistence for mutual security program, Atomic 
Energy Commission, Coast Guard, and other authorized requisitioners. 

Initiates procurement action and administers contracts for all wholesale 
subsistence requirements of the military services and other authorized 
customers. 

Develops and maintains mobilization and emergency operations plans. 

Conducts internal audits as required to determine the reliability of accounting 
data and to evaluate mission accomplishment. 


In- 


MISSION STATEMENTS FOR HEADQUARTERS, MSSA ORGANIZATIONAL ELEMENTS 
Administrative office 

Renders technical advice on administrative matters in the MSSA; directs 
and controls records administration, mail and messenger functions, communica- 
tions, and supply and miscellaneous administrative services for Headquarters, 
MSSA, and the Chicago MS Market Center. Eercises technical supervision over 
records administration throughout the MSSA; establishes communication and 
publication policies for the Agency: controls procurement of printed matter and 
supervises administrative functions pertaining to assignment of military per- 
sonnel in the MSSA. Maintains control for all classified documents within 
Hq. MSSA and the Chicago MS Market Center. Authenticates and/or pub- 
lishes regulations, general and special orders, and other MSSA directives. 


Legal office 


Acts as chief legal advisor to the Executive Director and handles all legal 
matters throughout MSSA; determines and makes recommendations on courses 
of action legally available to operating officials to accomplish the mission of the 
MSSA. Acts for the Executive Director in the direction and coordination of 
all legal activities; establishes and publishes policies and procedures pertaining 
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thereto. Renders advice and assistance on legal matters to all activities under 
the jurisdiction of the Executive Director. 


Trafic and transportation office 

Supervises and controls traffic management and transportation activities in 
the MSSA. Serves as consultant to and provides advisory services to the Execu- 
tive Director and his immediate staff. Exercises staff supervision over the 
development and execution of commercial traffic functions in the MSSA ; conducts 
surveys and studies of transportation factors affecting the missions of market 
centers ; develops standard reporting systems for the traffic management and 
transportation programs in the MSSA. Coordinates traffic matters with the 
Military Traffic Management Agency. 


Comptroller 

Advises the Executive Director on matters pertaining to Comptroller activities 
inthe MSSA. Exercises staff and technical supervision over budgeting activi- 
ties, development of Agency funding program, financial management of funds 
available to the MSSA, accounting activities, disbursing functions, management 
engineering services, statistical activities, reports control and forms manage- 
ment, program planning and cyclic internal audits. Participates as a member 
of the Program Budget Advisory Committee in the development of the MSSA 
Command management system. Coordinates the performance of all Comptroller 
functions within the MSSA. 


Management assistance division 


Provides management engineering assistance to the Executive Director and 
his immediate staff and commanders of MS market centers and their staffs. 
Renders help to operating officials in finding and installing better, faster, and 
cheaper methods to carry out his assigned mission through application of such 
management engineering techniques as management reappraisal surveys, work 
simplification programs, reports and forms control, and work measurement. 
Controls civilian personnel ceilings and recommends allocation of personnel 
spaces within authorized strength. Develops and administers the MSSA man- 
agement improvement program; provides graphic presentations services ; coordi- 
nates and renders assistance in statistical techniques, systems, standards, and 
data: exercises technical supervision over and coordinates all management 
activities within the MSSA. 

Budget and funds control division 

Plans, develops, and administers the execution of the MSSA budget program; 
provides consultation and guidance to the MSSA on budget and financial mat- 
ters. Implements and administers policies and procedures governing budget 
formulation, budget execution, financial management, and administrative control 
of funds. Establishes and/or approves budgets, and programs for use of funds 
for market centers in accordance with approved budget execution plan. Evalu- 
ates progress and determines adequacy of the budget execution plan and the 
annual finding programs. Reviews unprogramed or unusual requirements for 
funds and determines funding action required; reviews financial reports to 
assure a sound pricing structure and makes recommendations for necessary 
revision of standard prices. 


Finance and accounting division 


Administers the formulation and implementation of financial accounting sys- 
tems, including integrated accounting and Army stock fund accounting pertinent 
to the MSSA and maintains technical supervision thereof. Coordinates with 
higher authority in development and implementation of accounting procedures 
and/or financial systems of all Army stock fund appropriation and expenditure 
accounting. Reviews, interprets, and analyzes financial reports submitted by 
single manager for subsistence activities and installations. Provides technicil 
assistance and staff supervision over finance and accounting functions performed 
for or by the MS market centers. Advises and assists the MSSA staff with the 
direction of Army program activities pertaining to finance and accounting fune- 
tions, Supervises the preparation of the Army stock fund report of the agency 
for submission to higher echelons of command. 


Requirements and distribution division 


_ Exercises staff supervision over the distribution activities of the MSSA. 
Computes wholesale gross nonperishable requirements and wholesale nonper- 
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ishable procurement requirements; reviews military services requirements fo 
subsistence. Performs inventory control of single manager subsistence ak 
evaluates wholesale stock status information received from the quarter 


: : <i ; Tnast 
automatic data processing center. Evaluates stocks to insure adequacy of rene 
tion; establishes wholesale depot levels for nonperishable subsistence : 


ye CLV ane tae and directs 
and controls wholesale distribution and redistribution programs. Directs imme. 


diate and long-range domestic and export subsistence requirements. Partici- 
pates in reduction and standardization of types of assigned items. Implements 
the commercial warehouse plan for refrigerated storage space requirements: 
reviews and evaluates reports of excess cold storage space owned and operated 
by the other military services and initiates action necessary to provide proper 
utilization of military space prior to obtaining such services from commercial 
concerns. Screens excess stocks at retail supply activities, when requested, 
for redistribution among retail supply activities. 


Purchasing division 


Advises the executive director on all matters pertaining to purchasing aetiyj. 
ties, Exercises technical direction and staff supervision over all MSSA purchas 
ing activities including contract administration, industrial mobilization plan- 
ning and services, pricing and purchase notice agreement and resale. Directs 
the formulation of purchasing programs, policies, and procedures; initiates 
recolumends modifications, implements and maintains purchasing regulations and 
directives. Promulgates, agencywide, current information as to market trends, 
product availability and recommended substitutions. Prescribes policy to assure 
proper Government-supplier relationship. Develops case histories of involved 
purchases for historical record and presentation to the quartermaster general, 
Recommends to other agencies the procurement potential of new specifications 
and coordinates in their publication, when required. 

Inspection division 

Exercises staff and technical supervision over all inspection activities of the 
MSSA; arranges for and/or conducts all inspection of assigned items. Super. 
vises the formulation and conduct of the quality control-quality assurance pro- 
gram for assigned items including establishment of methods of inspection of 
subsistence in storage. Formulates operational policies and procedures and 
coordinates development of all plans and policies for inspection of items procured 
by the MSSA. Develops, implements, and coordinates programs for laboratory 
testing; provides current and forecast test requirement data for all assigned 
items. Prescribes procurement inspection methods, reporting requirements and 
other special instructions relative to inspection performed by other agencies on 
assigned items to assure compliance with contract terms, 

Special staff 

The intelligence officer coordinates, processes, evaluates, and disseminates in 
formation on all intelligence matters within the MSSA; promulgates and en- 
forces necessary security policies and regulations for safeguarding of miiltary 
information. Maintains military intelligence files and submits reports as 
required. Performs the functions of top secret control officer. 

The provost marshal maintains liaison with military and civilian authorities to 
assure establishment and maintenance of proper physical security measures and 
recommends to the executive director physical security measures for the MSSA, 
Maintains continuing surveillance of physical security measures for the purpose 
of uncovering any violations. Coordinates investigations of violations of a 
criminal nature with appropriate criminal investigative personnel and renders 
reports as required to the executive director and the quartermaster general, 
eoncerning criminal actions, physical security measures, incidents and deficien- 
cies. 

The safety director establishes, supervises and coordinates an active safety 
program to provide proper accident controls for all operations and activities 
under the command or administrative jurisdiction of the executive director. In- 
vestigates and analyzes, all accidents and recommends appropriate corrective 
action to prevent occurrence of similar accidents. Makes recommendations for 
the elimination and control of mechanical and physical hazards and unsafe acts. 
Conducts fire prevention program and acts as installation fire marshal; main- 
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tains close liaison with staff officers and supervisors to insure maximum coop- 
eration in connection with fire protection and prevention and other matters of 
ntual concern. : ss Rian ; ; 

The military education officer receives and distributes educational publica- 
tions to MSSA military personnel ; provides an opportunity for free discussion 

matters of significance with regard to duties of MSSA military personnel 
i gives impetus to the Army educational program as it applies to MSSA mili- 
7 personnel. ’ ; We -_ ; 

The information officer serves as headquarters, MSSA and Chicago MS market 
center official contact with the public except in contractual matters. | Gives im- 
petus to the Army informational program as it applies to MSSA military per- 
sonnel ; furnishes desired information to public information officers of market 
centers and higher headquarters. Maintains liaison with civic organizations 
and civil officials for the purpose of promoting understanding and cordial public 
relations. Coordinates agency preparation of public information releases and 
forwards recommendations tot he quartermaster general. 

The small business specialist serves as staff adviser to the executive director 
in the development of policies and procedures and the exercise of controls to 
assure the successful accomplishment of the small business program. Controls 
and coordinates the activities of the small business specialists within the MSSA. 
Collaborates in joint determinations with the small business representative, com- 
modity specialists, contracting officers and purchasing agents; in conjunction 
with purchasing personnel, reviews, implements, and promulgates incoming di- 
rectives pertaining to small business, disaster area and distressed labor area pro- 
eurements. Serves as the focal point to which small business concerns may di- 
rect inquiries concerning military subsistence procurement; furnishes advice to 
small business contractors on how to do business with the Government. Analyzes 
procurement actions and policies in order to afford greater participation by 
small business in the military subsistence procurement program. Makes recom- 
mendations to contracting officers pertaining to competence, capacity to produce 
and credit responsibility of small business concerns. 

Question. Any personnel staffing problems? 

Answer. No personnel staffing problems exist. 

Question. Estimated number of personnel performing the functions the agency 
now performs, prior to the creation of the agency. 

Answer. The single manager concept for subsistence was implemented on 
April 1, 1956. Records of headquarters, MSSA, indicate that, prior to that time, 
the DOD personnel authorization for functions now performed by MSSA was 
1,876. The military subsistence supply agency’s personnel authorization as 
of June 30, fiscal year 1959, will be 1,687. During period April 1, 1956-June 30, 
1959, 189 personnel spaces were reduced as follows: 





| Military Civilian 
Apr. 1, 1956... 146 | 1, 730 
June 30, 1960........- 125 1, 562 
Reduction... ..-. 21 168 
Net reduction... _- 189 


Question. Has the agency recommended abolishment of agencies, offices or 
personnel positions in the same or other services which have duplicative func- 
tions? 

Answer. Yes. 

Question. If not, whose responsibility is it to make such recommendations? 

Answer. No one agency is responsible. All military services are responsible 
for not duplicating functions performed by MSSA (par. VII A, DOD directive 
5160.11). 

Question. Has all elimination of duplication been effected at this time? 

Answer. Action has been taken to eliminate all known duplications, 

Question. Suborganization, if any. 

Answer. See map of market center areas appearing on p. 74. 








RECAPITULATION 


MILITARY SUBSISTENCE SUPPLY AGENCY 
MARKET CENTER AREAS AS OF | MAY 1959 
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13 Permanent Field Offices 
7 Temporary Field Offices 


10 MS Market Centers 
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MISSION STATEMENTS FOR MS MARKET CENTER ORGANIZATIONAL ELEMENTS 


Administrative office 
provide staff guidance and advice to all market center elements regarding the 
inistration and coordination of operations; advise all operating elements as 
— ect interpretation of policies, regulations, and program requirements. 
- ia distribute, and safeguard all classified documents; publish regulations, 
yrs "memorandums, and other market center directives and publications. 
; id and coordinate employee suggestions ; coordinate with appropriate agen- 
eed matters pertaining to space usage and repairs and utilities ; assigns office 
poe Performs receptionist, information, personnel, and timekeeping func- 
ee Maintain forms control program. Performs records administration and 
mail functions ; maintains central reproduction and addressograph facilities ; 
rforms communications and contract preparation functions. Publish the 
Monthly News Bulletin for distribution to military installations served by the 
market center. Provide and control the motor transportation, arranging neces- 
sary maintenance and vehicle storage. Administer the procurement safeguard 
rogram, reviewing and reporting actions pertaining thereto. Perform all related 
administrative functions. 


Finance and accounting office (except Fort Worth and Oakland) 

Perform all finance and accounting functions. Advise the market center com- 
mander on finance and disbursing matters pertaining to appropriated funds, mis- 
cellaneous receipts, stock funds and capital funds. Maintain central retained 
accounts files and coordinate removal of exceptions raised by the General Ac- 
counting Office in disbursing office accounts. Test propriety of basic accounting 
records through analysis, select unusual transactions for investigations; obtain 
and record explanations of unusual transactions; prepare analyses and report 
findings and recommendations to Headquarters, MSSA. Develop and secure all 
facts and circumstances relative to apparent violations of the provisions of Army 
regulations and directives on the administrative control of funds; report such 
facts and circumstances to Headquarters, MSSA. Advise operating chiefs of 
approved funding programs and funds made available to the market center for 
program and mission requirements ; program funds to requiring organizational 
elements and activities. Formulate, compile, and develop justification of budget 
estimates for the market center. Plan, develop and administer the market center 
budget program; implement policies and procedures governing budget formula- 
tion and budget execution; establish and/or approve operating budgets; review 
and analyze recurring and special reports submitted to Headquarters, MSSA: 
review and analyze program accomplishment to assure that budget execution is 
in conformance with approved financial programs and that financial resources 
are judiciously utilized. 


Trafic and transportation office 


Direct, coordinate, control and be responsible for operations in connection 
with rating, routing, billing, classifying, and protecting carlot and trucklot 
movements of subsistence moving on Government bills of lading issued by the 
market center. Negotiate for and review section 22 quotations submitted by the 
motor carrier industry. Maintain close liaison with truck and rail carriers. 
representatives of the ICC and State transportation agencies. Prepare schedules 
and assure scheduled delivery of perishable subsistence to installations served 
by the market center. Participate in surveys of commercial cold Storage plants 
to determine car capacity, availability of switching facilities, and dock space 
for both rail and truck loading operations; review tariffs governing such opera- 
tions, storage-in-transit privileges extended, ete. Make studies and recommenda- 
tions of transportation factors affecting military subsistence inspection office 
class 3 and 4 inspections. Analyze freight claims and prepare recommendations 
when required. Arrange for storage-in-transit, reconsignment and diversion 
privileges for carriers. Arrange for passenger transportation on official business. 
Initiate monthly requests for second-line Army transportation funds and insures 
that certified funds are not overobligated. Perform all related transportation 
functions. 


Distribution division 


Plan the location and operation of distribution points and storage points in 
the market center area to assure lowest overall cost to the Government. Main- 
tain close liaison with the Purchasing Division to insure advantageous procure- 
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ment, shipment and storage of subsistence and maintenance of adequate and 
necessary inventories. Negotiate, enter into, and administer contracts with 
commercial cold storage warehouses; perform duties of commercial Warehouse 
field officer. Maintain domestic seasonal reserves at levels established by 
headquarter, MSSA. Performs all stock control functions and related dig. 
tribution functions. 

Perform all warehousing* and handling operations; insure the proper care 
preservation, and protection of property located in the Government warehouse. 
Train warehouse employees in their duties, use of equipment, and safety and fire 
standard operating practices. Maintain necessary safety precautions and insure 
proper operation of all firefighting equipment. Prepare reports of a technical op 
statistical nature reflecting operation of the Government warehouse. 
Purchasing division 

Advise the commanding officer on all matters pertaining to purchasing actiy. 
ities. Assist in the development of regular and seasonal purchase programs to 
meet local requirements or for national and oversea requirements, when requested 
by Headquarters, MSSA. Coordinate purchasing policy and procedures with other 
operating elements. Maintain and review contractors’ reference files; assure 
adequacy of vendor mailing lists; maintain small and large business files; insure 
determination of adequacy of contractors’ financial and technical capabilities. 
Prepare and distribute monthly preprinted requisitions to installations seryed 
by the market center; coordinate station requisitions with the Distribution 
Division in determining whether to consolidate and ship from stock or to effect 
vendor delivery procurement. Initiate purchase action by preparing notices of 
ntent to purchase, allowing full participation by responsible vendors. Negotiate 
with vendors, receive and analyze quotations; make awards in accordance with 
current procurement procedures and/or directives. Obtain certification of funds 
from all installations participating in the consumer funding program to cover 
supplies requisitioned ; estimates and advises Finance and Accounting Office of 
funds requirements and establishes appropriate funding controls to assure that 
funds are authorized and available to cover all proposed awards. Visits con- 
tractors’ offices and plants to promote mutual understanding of the problems 
common to subsistence processing, production, and handling. Coordinate inspec 
tion, shipment, and receipt of items purchased in order to insure performance 
on the part of the supplier; initiate corrective action to protect the interests of 
the Government as required. Facilitates small business participation in the 
market center procurement program. Perform contract administration functions, 
Contract review officer” 

Review completed contract of $25,000 or over to determine if sound principles 
and practices applicable to Government procurement were exercised, if the Goy- 
ernment received the items specified in the contract, if an equitable reduction in 
price was effected or consideration received where supplies deviated from specifi- 
cations and that the documents in file adequately record, describe, and justify 
all the actions taken by procurement and related personnel. Report to the 
commanding officer any conditions wherein the interests of the Government were 
inadequately protected. 

Legal office (New York MS Market Center only) 

Under the technical supervision of the Legal Office, Headquarters, MSSA, fur- 
nish legal advice and assistance to all elements of the market center; recommend 
policies and procedures relating thereto. Review all proposed awards in excess 
of $100,000. Review all notices of intent to purchase on nonperishable items, 
contract modification, and notices of termination, after issuance. Review and 
advise P. & C. officers on questions involving award to other than lowest bidder, 
mistakes in bid, and bidder’s protest. Administer the procurement safeguard 
program. Review all correspondence regarding litigation involving contractors 
in which the Government may have an interest: attend conferences with con- 
tractors and Government personnel where legal questions are involved. Counsel 
P. & C. officers with respect to findings of fact, reports concerning fraud or 
criminal conduct reports, and recommendations arising from contractors’ appeals 
and reports and recommendations regarding claims for or against the Government. 





1 Columbia, Oakland, Richmond, and Seattle Market Centers. 

2Contract review functions are organizationally placed in the special staff at those 
market centers having a special staff and in the office of the commanding officer in other 
market centers. 
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port liaison officer (New York, New Orleans, Oakland, and Seattle Market Cen- 


rs 

sane bree? liaison with Oversea Supply Agency and coordinate operational 
activities with the agency to insure timely receipt of supplies destined for 
a s. Conduct followup with port personnel to expedite transmittal of 
ead center documents. Observe ship loadings of subsistence and submit 
ers ribed reports incident thereto. Perform related liaison functions. 
“Question. Personnel of other units of the same or other departments operating 
wholly or in part under the direction of the agency. | a ; 

Answer. Certain personnel in the following activities receive limited technical 
direction from the MSSA: . 3 

(a) Army and Navy depots and supply centers storing wholesale subsistence 
n(by The U.S. Department of Agriculture food inspection service. 

(¢) Veterinarians assigned to the six Army areas. 

(d) Veterinarians assigned to the Air Force. 

(e) The Food and Container Institute, Chicago, Il. 

(f) The Quartermaster Catalog Agency. 

(yg) Quartermaster Data Processing Center, Richmond QM Depot. 


19. Relationships 

Question. State relationships with other single manager agencies, and with 
headquarters of other departinents. ie i 

Answer. Relationships between the Military Subsistence Supply Agency and 
other single manager agencies generally consist of the exchange of operational 
data and material of mutual interest, with the exception of the Military Trafiic 
Management Agency which furnishes traffic management services. 

MSSA is continuously in contact with the subsistence headquarters of the 
respective military services. a 

Working relationships with other services are maintained at a high level by 
means of periodic conferences and committee meetings which are attended by 
the Executive Director and representatives of each of the military services. 

11. Requisitioning and purchasing 

Question 1: Do MIPR or other requests for the commodity area come from 
a single service source? 

Answer. Perishables: No. Blank requisition forms are forwarded to each 
requisitioning installation on the fifth of each month by each military subsis- 
tence market center. These forms are completed by the installation concerned 
showing the required delivery dates for the second succeeding month, the quan- 
tities required and availability of funds, and are forwarded to the servicing 
nilitary subsistence market center by the 25th of that month. 

Nonperishables: No. However, statements of requirements forecasts cov- 
ering nonperishables are received on a cyclical basis from a central point of 
each military service, and are utilized for determining procurement for depot 
storage. 

Question 2. Are service requisitioning offices located on the same premises? 

Answer. General: The retail NICP’s are located as follows: Army, Chicago, 
Ill.; Navy and Marine Corps, Washington, D.C.; Air Force, Marietta, Pa. 

Perishables: Each requisitioning installation requisitions perishable require- 
ments from the military subsistence market center servicing that geographical 
area. Seattle, Wash., is the only location where a requisitioning installation 
and the servicing market center are located on the same premises. 

Nonperishables: No. Requisition submitted by individual activities of each 
service are the basis for issue and billing of single manager stocks from depots 
oh an as-required basis. 

Question 3. What interservice agreements, procedures, and instructions are 
used by the military departments for computing and coordinating requirements 
prior to submission of MIVR’s to the agency ? 

Answer. The military services submit their requirements to MSSA in accord- 
ance with joint regulation AR 31-4. 

12. Inventory control points 

Question 1. How many depots handle on this commodity? 

Answer. Perishables. There are 21 locations controlled by 10 military sub- 
sistence market centers within CONUS. These 10 market centers purchase, 
Store, and distribute perishable stock. Each of the market centers maintains 


y 
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accountability and is responsible for: Receiving gross requirements from tt 
individual installations, determining net requirements, ascertaining the aes 
economical method of supply (direct vendor delivery versus shipment from stock 
out of plant) and making delivery on the date required. 

Answer. Nonperishables. Currently, 5 depots handle balanced subsj 
stocks, i.e., stocks of all common use items. 

Question 2. How many inventory control points have inventories of this com. 
modity area? 

Answer. Perishables. The 10 market centers and inventory locations are as 
follows (as of March 31, 1959) : . 

Market centers: New York, Richmond, Columbia, New Orleans, Chicago 
Kansas City, Fort Worth, Los Angeles, Oakland, and Seattle. ; 

Answer. Nonperishables. One national inventory control point (headquarters 
MSSA, Chicago) has single manager subsistence inventory data. One stock con. 
trol point (Quartermaster Data Processing Center at Richmond QM Depot) js 
accountable for all nonperishable inventories, in CONUS. . 

Question 3. Does the Agency have available information on inventories World. 
wide? 

Answer. No. Each oversea command forwards to the Agency an advance jp. 
formation copy of each monthly requisition for perishables on which is alg 
indicated the inventory on hand and the dues-in by vessel and delivery date 
The quantitative requirements on such requisitions are used for planning neces. 
sary export stock levels for port market centers. : 


Stence 


13. Inspection 

Question. Does Agency inspect stocks? If not, what service or unit performs 
the function? 

Answer. Yes. With establishment of the single manager program for syb. 
sistence, the subsistence procurement inspection function formerly assigned to 
the QM Inspection Service Command became the responsibility of the Military 
Subsistence Supply Agency. Currently MSSA either performs or arranges for 
the performance of inspection by other agencies, on all subsistence supplies 
procured. 

14. Funding 

Question. Is this Agency on a stock fund? 

Answer. Yes. The Army stock fund, Subsistence Division, finances wholesale 
subsistence procurement and transportation. 

Question. Are all Department users of the commodity group funded similarly? 

Answer. Yes, from retail stock funds. 

Question. Is the funding an essential element in the efficiency of operations? 

Answer. Yes, 

Question. Describe procedures by which service funds are obligated if Agency 
does not hold stocks or provide service directly. 

Answer. MSSA either holds the stocks or provides direct service to all its 
customers except those which are satellited on another military installation for 
subsistence requirements. In these instances the using service cites its funds 
on the requisition submitted to the installation on which satellited. The host 
installation submits a consolidated requisition to MSSA which cites the host's 
installations funds. Reimbursement to MSSA is from funds of the host installa- 
tion. The host installation is reimbursed by the satellited installation. 

Certain items are purchased direct by retail activities under local purchase 
authority. These transactions are conducted independently of MSSA. Funds 
of the purchasing installation are obligated for such procurement. 


15. Significant accomplishments 


Question. Significant accomplishments since organization of present Agency. 
Answer. Examples of significant savings (estimated annual) : 


(a) Perishable procurement (new distribution points, carlots, mix- 


een ee ee nae eae $1, 577, 000 
(b) Reduction in personnel authorizations for wholesale subsistence 
supply functions performed by MSSA___------------------- 1, 039, 000 
(cy) CGteation of ‘Cneathem Annex... +8 ees cc seeeee 728, 000 
(d) Direct port delivery of nonperishable items____-.----------- 175, 0 
Ce): (iieih Glee TOC so ics cterein dk ern etn ccneeneionh 109, 000 
(f) Consolidation of brand name nonperishable items__—~---------- 108, 0 


(g) Standardization of export packing 100, 000 
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Other accomplishments are indicated in the following paragraphs. 
Question. Has Agency been able to reduce the cost to the Government of the 
itv? 

ay ood Yes. Increased carlot procurement through consolidation of Navy, 
Army and Air Force requirements, increased utilization of mixer carlot ship- 
ments from stock in lieu of Le.L. direct vendor deliveries, improved satellization 
natterDs, central purchase in lieu of lo cal purchases, activation of additional 
distribution points, the utilization of Cheatham Annex in lieu of the Port of New 
York as the t ransit point for European requirements, direct port delivery of non- 
perishable items, increased standardization of items and elimination of non- 
standard items, etc., permits the MSSA to supply quality subsistence to the 
military services at minimum cost. 

Question. Has Agency been able to reduce the overhead cost to the Govern- 
ment ? es sl . - 

Answer. Yes. Records of Headquarters, MSSA, indicate that prior to imple- 
mentation of the single manager for subsistence concept, the DOD personnel 
authorizations for functions now performed by MSSA was 1,876. The Military 
Subsistence Supply Agency’s personnel authorization as of June 30, 1959, will be 
1,687 spaces. The reduction of 189 personnel included a considerable number of 
overhead personnel. Other substantial reductions in overhead costs have been 
realized as a result of reduced inventories which reduce storage and handling 
costs, improved inspection procedures which reduce U.S. Department of Agri- 
culture inspection costs, improved stock positioning and distribution patterns 
which reduce second destination transportation costs, and the deactivation of 
many installations such as the Oakland Naval Supply Center refrigerated ware- 
house, the Auburn refrigerated warehouse and the subsistence storage mission 
of several Army depots. 

Question. Has Agency been able to improve the time interval between request 
and distribution to the user? 

Answer. The routine lead (processing and shipping) time for both perishable 
and nonperishable subsistence items has not been changed since the single man- 
ager assignment. 

Question. Has Agency been able to reduce the number of unnecessary items 
in stock? 

Answer. Certain items, inherited or taken over by the single manager for sub- 
sistence from retail stocks of other services, were determined to be unnecessary. 
These items are being eliminated from MSSA inventories. An additional 450 
nonstandard items have been deleted from the list of authorized items. Other 
nonstandard items will be deleted from authorized supply channels upon deple- 
tion of current stocks. 

Question. Has Agency been able to properly locate and maintain control of 
stocks? 

Answer. Yes. Distribution areas have been realined, satellization patterns 
have been changed, and storage and distribution points have been revised to 
assure Optimum location and effective management and control of wholesale 
stocks. 


16. Procurement regulations 

Question. What procurement regulations apply to this Agency? 

Answer. The basic pertinent procurement regulations are as follows: Armed 
Services Procurement Regulations, Army Procurement Procedures, Quarter- 
master Corps Procurement Instructions. 


17. Single manager concept 


Question. Does the degree of success of Agency indicate the value of single 
manager operations in any closely related field? 

Answer. The single manager concept—under which the service has supply 
management responsibility for all services—has proved to be a success in the 
subsistence field. However, determination of its potential with respect to any 
other field would depend upon an analysis of all of the supply aspects of the com- 
modity involved. 

Question. Do single managers in different fields and different services have 
an easier time working together than other types of managers? 

Answer. Exchange of information between single managers in different fields 
and services permits the manager to take advantage of developments and im- 
provements effected by other single managers. 


1 
é 
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18. Emergency conditions 


Question. What agencies are interested in supplies from the agencies Con 
modity area in emergency conditions that are additional to normal requisitiogs) 

Answer. No categorical answer can be given; however, in the event of nationg| 
disaster or emergency, agencies, such as National Red Cross and loca} or Fed. 
eral Civil Defense organizations, might request agency supplies through Army 
channeis. Such agency requests would be in addition to normal and emer 
requirements of the four military services. 

Question. What coordination is maintained with such agencies? 

Answer. None. since MSSA has only a military supply mission. 

Question. How frequently are emergency requirements reviewed and Coordi. 
nated? 

Answer. Not at all, since MSSA programs requirements for military SErVices 
only. 


£eney 


19. Flexibility of organization 


Question. If your agency had to expand for emergency conditions now, could 
any quartermaster or supply officer of any of the services fit into the organizatia, 
quickly and easily? 

Answer. Yes. Most QM and supply officers of other services with procuremen 
inspection or distribution experience could fit into the MSSA organization’ 
20. Contracting 

Question. What type of contracting is done by your agency? Describe the 
steps in the contracting procedure. 

Answer. 1. The basic type of procurement employed by MSSA is “Negotiation” 
as provided in title 10 of the United States Code and the Armed Services Pp. 
curement Regulation. 

2. Two basis methods are used in this type of procurement, as follows: 

a. Notice of intent to purchase. 

b. Sight buying of fresh fruits and vegetables. 

3. The steps in the contracting procedure using a notice of intent to purchas 
are described as follows: 

a. Nonperishable subsistence. 

(1) If the procurement is estimated to aggregate $25,000 or more, deter. 
mine susceptibility of procurement to set aside of a quantity for exclusive 
participation by firms located in labor surplus areas. 

(2) Where procurement is determined not to be susceptible to labor sur. 
plus area set aside or is estimated to aggregate less than $25,000 but not les 
than $2,500, conduct a joint determination with Small Business Administra. 
tion to determine suitability of procurement for set aside, in whole or part, 
for exclusive participation by small business firms. 

(3) issue the notice of intent to purchase on the basis of a mailing list 
which includes all interested suppliers. The notice of intent to purchase 
includes all details of the procurement such as item, date and hour of clos 
ing, quantities required by destination, delivery dates, applicable contract 
cluuses, and evaluation factors. 

(4) Receive offers on nonset-aside quantities and post to a summary of 
offerings for evaluation up to the hour and date of closing. Offers may be 
submitted orally, to be confirmed in writing, or in writing in the first instance. 

(5) Secure transportation rates, if an f.o.b. origin procurement and adi 
to individual offers So as to show total delivered cost for evaluation. 

(6) Low offers are determined and, if the prices obtained are fair and 
reasonable, written awards are made. A preaward review on proposed 
awards in excess of $25,000 is required by a disinterested contract review 
official as well as command approval in the case of awards involving $100, 
or more. 

b. Perishable subsistence. 

(1) Carlot quantity purchases: 

(a) Notice of intent to purchase including all details of the procure 
ment is issued on the basis of a national mailing list. Interested sup 


pliers are requested to forward offers to market centers in whose ge } 


graphical area they are located. 

(b) Each market receives offers submitted orally or in writing and 
on fixed date and hour of closing, transmits the low offer by TWX t 
a control market center for national evaluation. 
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(c) Upon determination of low responsive offers, the market center in 
whose geographical urea the low bidder is located is directed to award 
and administer the contract. Award is made over the telephone to such 
low bidder by the local market center. 

(d) A purchase order incorporating all terms and conditions of the 
oral contract is prepared and issued to the contractor. 

(2) Less than carlot quantity purchases : 

(a) Notice of intent to purchase including all details of the procure- 
nent is issued on the basis of a mailing list containing the names of all 
interested suppliers in the market area of the procuring market center. 

(b) The procuring market center receives offers, submitted orally 
or in writing up to the hour and date of closing, and posts same by a 
summary of offerings. { 

(c) Upon evaluation and determination of the low responsive offer, 
award is made over the telephone by the contracting officer or his 
designee. 

(d) A purchase order incorporating all terms and conditions of the 
cral contract is prepured and issued to the contractor. 

4, The steps in the contracting procedure using the sight buying method for 
fresh fruits and vegetables are as follows: 

a. Terminal markets: 

(1) Publication of a notice to the trade announcing the presence and 
purpose of purchasing agents in the terminal market area. ie 

(2) Visit by purchasing agents to suppliers and solicitation of offers on 
selected merchandise of necessary grade and keeping quality. Each offer 
is recorded on a loose leaf worksheet. 

(3) Having seen all merchandise, purchasing agent weights both price 
and quality and makes a tentative oral commitment based upon the best 
value. 

(4) Purchasing agent’s worksheets are attached to a summary of offer- 
ing daily for approval by the contracting officer. Approval constitutes 
award. 

(5) Summary of offering is posted daily to a running purchase order 
which is closed once a week in accordance with weekly charge account agree 
ments with the suppliers. 

b. Field buying. Same as a above except that purchases are made direct from 
growers and processors located in the producing areas. 

Nore.—Except for lettuce, all perishable subsistence is purchased on an f.o.b. 
destination basis. Suppliers refuse to sell lettuce on other than an f.o.b. origin 
basis. 

5. All contracts for refrigerated storage space required by any of the military 
services are administered on a fiscal year basis by the commercial warehouse 
service officer in the requirements and distribution division of this agency under 
the provisions of the “Department of Defense Commercial Warehouse Service 
Plan,” SR 740-30-1 and SR 740-30-2. (Norre.—This plan was established in 
1950 prior to single manager.) Each of the 10 military subsistence market 
centers provide such contract administration and space as required through a 
commercial warehouse field officer, the contracting officer under the staff super- 
vision of the commercial warehouse service officer of this headquarters. 

a. All commercial warehouse firms who desire may participate in this plan 
which provides that each contractor will, in the case of emergency, provide to 
the Government 25 percent of his existing refrigerated space. Currently, MSSA 
has 238 such contracts in effect. This commitment is considered sufficient re- 
frigerated space to support a 90-day supply for the anticipated emergency. 

b. In addition to the DOD contracts described above, MSSA also contracts on 
an annual requirements basis for assembly and storage services required by 14 
distribution point-positioned storage stock locations throughout CONUS. These 
contracts are formally advertised on a fiscal year basis by each MSMC under the 
guidance of the CWSO of the agency. 


21. Comment on validity of requirements 

Question. In how many important instances has the agency commented on the 
validity of requirements that it questioned? 

Answer. The agency has not maintained a record of such instances ; however, 


there is frequent questioning of cyclical requirements forecasts for nonperish- 
ables. Item requirements managers are continuously incontact with the sub- 
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stance headquarters of the respective services and questions are raised when 
there appears to be a disparity. Quantities appearing on requisitions are 
questioned when it is obvious that an error has been made. 


22. Research and development 


Question. Is the agency called upon for advice, coordination, and approved in 
research and development within the commodity area? 

Answer. Yes, for advice and coordination, but final approval of all Specification 
requirements, in behalf of the using service, lies with the Quartermaster Food 
and Container Institute for the Armed Forces. There is an excellent working 
relationship between the Quartermaster Food and Container Institute ang this 
agency. Problem areas are brought to the attention of the Quartermaster Food 
and Container Institute and, when indicated, necessary projects are initiated, 
Test production on items by the Quartermaster Food and Container Institute are 
coordinated with the agency. Data on specifications, generated during procure. 
ment, are made available to research personnel in order to keep them abreast of 
technological changes and problems in the procurement area. 

Coordinations within the commodity areas are maintained by holding periodic 
meetings with specific industries, trade associations, and the Food and Container 
Institute, Chicago, Ill. Representatives from this agency also attend all trade 
association meetings and conferences and industrial advisory council meetings 
held at the Army subsistence center with pertinent industries on all matters of 
subsistence, packaging, etc. Specifications on subsistence items are constantly 
being checked and revised to bring them up to standards established by the 
Q.M.F. & C.1. 

Question. Is the agency kept adequately informed ? 

Answer. Yes. Since the Q.M.F. & C.I. performs research and engineering 
functions for all the Armed Forces, single manager liaison and coordination of 
the research and engineering element create few, if any, problems that cannot be 
quickly and easily resolved. 


Par? II 


1. Personnel strength, military subsistence supply agency 


es 





| June 30, | June30, | June 30, June 30, 1959 

| 1956 ! | 1957 | 1958 | estimated 
BiG) 3 cet st SS eer 112 2140 3 133 | 4195 

Civilian: 

Professional _. a I ; : 367 | 432 434 27 
Clerical and other_.....-- as binhasee ae 994 | 1, 169 | 1,175 1,135 
eS PRE ES LI  . 1, 361 | 1, 601 1, 609 Le 
ee ee ss ee Ame 50: 8 1, 473 | 1, 741 1, 742 1, 687 





1 Although MSSA was officially established on Nov. 5, 1956, personnel spaces for single manager operations 
were added to ceiling in increments beginning January 1956. a 

2 Includes 9 officers from other services. 

3 Includes 11 officers from other services. 

4 Includes 12 officers from other services. 


2. Inventory position 


{In thousands] 


| Fiscal year | Fiscal year | Fiscal year | Fiscal year 
| 1956 | 1957 1958 | 1959 
estimated 








(a) Total (Items b through j)....--.--- " | $105,161 | $147,523 | $119,501 | ‘$117, 66 
b) Peacetime operating... 64,156 | 100, 672 | 65, 544 73, 320 
c) Mobilization Reserve. -_-_-. 37, 360 | 31, 321 | 29, 992 32, 216 
d) Economic retention. ..- i ore spect None |} None | 272 107 
e) Contingency... : ail : None None | None | None 
(f) Excess. ....--- ae ci None None | None | None 
(9) In transit_.._. ; es Sd ag 741 841 1, 313 | 176 
(h) In hands of contractor (@FM)-..-- ale ake ae 1, 449 1, 228 | 2, 877 377 
(i) Unserviceable stocks. _.-.------- MT oe saceenudel 741 | 285 | 248 |... -- 
(j) Other (unclassified) - - ob Sa eiea yee TESaaes --| 681 | 13, 176 | 19, 255 | 11, 465 
(k) On order. --- Sbean e335 tte 72, 864 | 52, 236 | 61, 811 59, 571 
(1) Due out_- 4 : 258 | 522 | 703 Se 
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38. Net storage space 


[In thousands] 





Fiscal year | Fiscal year | Fiseal year | Fiscal year 








1956 | 1957 1958 | 1959 
| (estimated 
} | 
ee" ae i ai ™ al a 
; as tase ‘ ia > 
ated. . - ial eon . ...square feet_.| 3,121,000 5, 763, 000 : 4, 129, 000 3, 048, 000 
A. = ll : ; a do_..-| 2,054,000 | 4,351,000 | 2, 828, 000 2, 621, 000 
C, Estimated cost per square foot per year__- é $1. 84 $1.85 $1. 86 $1. 86 
————————_—_.C 
4. Workload 
’ 
| June 30 | June30 | June30 | June 30 
fiscal year | fiscal year | fiscal year | fiscal year 
| 1956 1957 1958 | 1959 (esti- 
| mated) 
—— nici ini ia cc il ia cet ala 
(a) Number of line items in SM assignment !____-.-_- 1, 534 | 1, 553 1, 650 1, 400 
(i) Number of line items requisitioned (000’s) non- | 
" ~ perishable only ?- : (3) 4102.8 193. 4 371.7 
() Number of line items shipped (000’s) nonperishable 
only ?....-.- : * (3) 92.5 179 364. 4 
(d) Percent shipped by required date ? nonperishable 
only. 7 i oll a ae -~ * : (3) | 95 | 97 97 
() Direct shipments to retail supply points ($000’s) $242, 620 $387, 360 $356, 011 $349, 145 
(f) Shipments from vendors to SM depots ($000’s). .__- (3) $415, 241 $330, 584 | $374, 684 
(9) Ratio of “Direct shipments’ to “All shipments”’ ; | 
percent (3) | 48 | 52 | 48 
(h) Excess declared - - - ---- siiiahanin ewan binbanpnuthinee 0 | 0 0 0 





1 The total items assigned increased from 1,534 on March 31, 1956, to 1,871 on September 30, 1958, primarily 
due to carrying certain old items under temporary stock numbers pending replacement by new standard 
items with new stock numbers. These old stocks are carried until exhausted, at which time the temporary 
stock numbers are canceled. A reduction to 1,400 items is forecast for June 30, 1959, as a result of a current 
review by military services to eliminate items for which there are no requirements. 

2 Data shown for fiscal year 1957 and 1958 do not include nonperishable items requisitioned direct to market 
centers, as this historical information is not available. 

3 Unavailable. 

‘ Nonperishable line items requisitioned during fiscal year 1957 were much lower than during fiscal year 
1968 as during a portion of fiscal year 1957 neither the Navy nor the Marine Corps were submitting requi- 
sitions for nonperishable subsistence to MSSA. The single manager depots did not contain nonperishable 
subsistence stock for support of Navy and Marine requirements until the last half of fiscal year 1957. 


5. Transportation costs 


[In thousands] 





Fiscal year 
1956 


Fiscal year | Fiscal year | Fiscal year 
1957 1958 1959 
| | (estimated) 
| 
| 
| 
| 





Transportation costs............_-- _...| $14,653 $17,558 | $16,867} $16,904 





6. Quantities handled by manager 


° [Thousand short tons] 





Fiscal year | Fiscal year | Fiscal year | Fiscal year 





1956 1957 1958 1959 
(estimated) 
Ree One ees 22 te tween cde | 765 1, 004 874 986 
a 685 839 991 926 
(1) Inter-depot shipments -__ Gees 122 g 18 12 


' } 
ai ee 
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7. Procurement 


{In thousands] 
. en se 

Fiscal year | Fiscal year Fiscal year | Fiseal v 

1956 1957 ! 1958 mrt he 

(estimated) 


Procurement requirement __ $661, 387 $747, 000 $682, 300 ord 
Unsolicited | $706, ogg 
Solicitations 2) (2) 23) woot ne snan, 

Completed 661, 387 747. 000 682. 300 | ai 

Not completed 2 (2) 2) ‘ha 


NUMBER OF DELINQUENT CONTRACTS OVER 30 DAYS OLD 


—., 


Fiseal ye 
ai Ss 
! we = @ ° — - - - 1% 
you ean e a - - =e 
[GAS % 
1959 2 7 
‘a 
1 Includes $14 090,000 | for military assistance program 
2 Records not maintained on solic At ations prior to fiscal year 1959 


3 Includes $15,412,000 worth of solicitations for fiscal year 1960 procurement 


8. Sales actual 


{In thousands] 


Fiscal year | Fiscal year Fiscal year | Fiscal year> 


1956 1957 1958 1959 

(estimated) 

a) Total $715, 000 $732, 409 S698, 404 $710, 749 
b) Army 410, OOO 373, 975 352, 647 | 348, 329 
(ce) Navy 160, 000 171, 749 165, 119 | 166, 320 
d) Marine Corps '__. 20, 000 23, 553 26, 312 25, 00 
e) Air Foree : 125, 000 158, 683 152, O84 156, 000 
f) Other 4, 449 1, 342 14, 600 


Figure for Marines for fiscal year 1956 includes other. 


(The following additional information was submitted for the 
record :) 

Pursuant to a request of the subcommittee concerning the annual operating 
costs for MSSA and M.C. & T.S.A., the following information is submitted: 


aan I os eee 
M.C. & T.S.A. (excluding field inspection offices ) : 


Cost of 1st 3 quarters fiscal year 1959__.._________-_ 
Estimated cost for last quarter_____ ee 


Se 
2, 019, 000 


Total 8, 162, 000 


Mr. Horttrreip. The next witness is Maj. Gen. Ww ebster Kula 
Kxecutive Director, Military Clothing and Textile Supply Agency. 

Mr. Ropack. Mr. Chairman, Gener al Anderson is an old friend. He 
appeared earlier in connec tion with our milit: ary clothing inquiries, 
and presumably in some ways he has been plagued since by some of the 
recommendations that the committee has made. He probably will be 
able to tell us a little bit about it in connection with his testimony. 

Mr. Ho.irretp. We hope some of them have been helpful to you. 
If some of them have plagued you, General, we are sorry; but we 
hope some of them have been helpful. 

General Anperson. I hope to report on that this afternoon, sir. 

Mr. Horrrtevp. All right, sir. 
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MILITARY SUPPLY MANAGEMENT 5 
STATEMENT OF MAJ, GEN. WEBSTER ANDERSON, USA, EXECU- 


TIVE DIRECTOR, MILITARY CLOTHING AND TEXTILE SUPPLY 
a 


r Fiscal yep AGENCY 
1959 . , . 
(estimated) General AnpERSON. I am Maj. Gen. Webster Anderson, Executive 
=. pirector of the Military Clothing and Textile Supply Agency. 
) "le . 2 “ ; © rs 
ta It has been 2 years since I last had the pleasure of appearing before 


| 72 this committee to discuss operations of the single manager agency for 
5a  gothing and textiles. Since that time, considerable progress has been 
—~ realized toward providing effective and economical supply support to 


the military services. | is 
1%) Three years ago, when the clothing agency was initially organized, 
; ‘m to develop a complete understanding of the problem, we studied eon- 


oessional and other reports and evaluated the various criticisms and 
recommendations, some of which are reflected on this chart. 
(Chart 1 follows:) 


CHART 1 


. THE SERVICE SUPPLY SYSTEMS 
cee ymogas BY Goxsnession, COMMITTEES avo JAVESTISATE (GnoUPS 


a 


$710,749 @ MULTIPLE SYSTEMS FOR COMMON-USE ITEMS 
| ee @ UNNECESSARY DUPLICATION @ OVERLAPPING 
25, 500 @ SIMULTANEOUS SALES @ PURCHASES 


@ DUPLICATION OF PIPELINES 
@ MULTITUDINOUS STORAGE FACILITIES 
@ POOR INVENTORY CONTROL 
for the | @ POOR PROCUREMENT PROCEDURES 
@ INEFFECTIVE STANDARDIZATION PROGRAM 


re | @ cosTLY CROSS HAULING 


operating General ANpERSON. To eliminate all criticisms and correct the 
d: alleged defects of the four separate supply systems, the Agency estab- 
2, 076, 000 lished four basic objectives. These are listed in this next chart. 








(Chart 2 follows:) 
Carr 2 
3, 143, 000 HARI 


“® ———AASIC. “OBJECTIVES OF A739 


:, 162, 000 






iderson, ST 

i | | SINGLE DISTRIBUTION SYSTEM 

a. 

quires, | i crrennepereedebesiemttaieneeen 

e of the )) 2 

be be * SENSITIVE INVENTORY CONTROL 

to you. SD iecmmmemeemennenebiimeaientniie 

but we een 
. ae | , MODERN PROCUREMENT PROCEDURES 





| | ACTIVE STANDARDIZATION PROGRAM 
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General Anprerson. 1. To establish and operate a single distributig 
system to eliminate duplication of inventories and facilities and ts 
hauling and backhauling of supplies. 

2. To establish an inventory control system which will prodyg | 
accurate requirements, meet the demands of the retail customers 4) 
percent, and so manage inventories as to bring them within economiey} 
turnover rates. 

3. To modernize procurement methods to bring them in tune yi, 
industry and to provide for coordinated purchase of similar items anj 
combined purchase of like items. 

4. To energize the standardization program in order to reduce th 
complexity of the inventories and to simplify all phases of supply 
management. ef 

We firmly believe that these objectives are sound; and, based m 
experience to date, the single manager is the one tested concept yet _ 
devised which has the potential to achieve these four goals. Unde 
this concept, the clothing agency is already doing a better job of supply | 
management than that performed by the individual services prior to 
single manager. It is clearly recognized, however, that we have not 
yet reached the degree of achievement or ultimate effectiveness that | 
we have projected for ourselves. 

The remainder of my presentation evaluates, in more specific terms, | 
the effectiveness of the agency in meeting the four basic objectives, 
This evaluation covers a little less than 2 years of full operation, since, 
it took about 10 months to transfer supply support responsibility and 
stock from the four services to the agency ownership. 

I will discuss first the basic objective of establishing a “single dis. 
tribution system.” 

(Chart 3 appears on p. 87.) 

General ANperson. Prior to the activation of the agency, the fou 
services had the bulk of clothing material stored in 58 storage locations 
throughout the country—24 owned by the Army, 11 by the Air Foree, 
18 by the Navy, and 5 by the Marine Corps. In addition, the services 
were operating with 13 stock control points. 

(Chart 4 appears on p. 88.) 

General ANpErson. The immediate problem that confronted us was, 
“How many storage depots do we need and where should these be 
located?” The objective was to provide for a straight-line flow of | 
supplies from manufacturers to our customers in order to eliminate 
excessive and unnecessary transportation expense. This chart shows 
the geographic relationship between supplies and users. The circled 
areas represent the location of clothing and textile industrial sources 
of supply. The military figures represent the customers. The sizeof 
the industrial area and military users are reflected in the size of the 
depictions. With this knowledge as a basis, we developed the distribu- 
tion system which best fulfilled our objectives. 

(Chart 5 appears on p. 89.) 
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General ANpErson. The system is shown on this chart which ¢al]s 
for only 13 storage depots. In addition to being properly positioned 
from a geographic point of view, each depot was selected on the basis 
of transportation facilities, availability of labor, and adequacy of 
warehousing facilities. By June 30 of this year, we will have syb. 
stantially attrited or evacuated our stocks from the other 45 depots 
The 13 stock control points have already been reduced to the MC. g 
T.S.A. national inventory control point at Philadelphia and the three 
stock control points. 

What benefits have resulted from accomplishments in meeting th 
first objective ? 

1, 3.8 million square feet of C. & T.M. storage space has already been 
released, with an additional 0.8 million to be released this calendar 
year. This will result in a saving to the services of approximately 
$6.7 million, and has facilitated the closing of 4 large depots. 7 

2. Transportation costs have been reduced, since the distribution 
system provides for a straight-line flow from manufacturers to stor. 
age locations of customers. Substantial reduction in costs is the in. 
evitable result of converting four different and overlapping distribu. 
tion systems into a single straight-line flow pattern. 

3. Consolidation of stocks at fewer storage locations means that 
more balanced stocks are available for timely supply with minimum 
inventory investment. 

4, It has reduced the volume of availability records which must be 
maintained. 

Our second objective was to develop a sensitive inventory control 
system. Some of the actions we have taken to achieve this objective 
are— 


Lis 


1. The installation of a transceiver network connecting the 
agency with its 3 stock control points and 13 storage depots. This 
provides high speed communication so essential to sensitive in- 
ventory control. 

2. The daily updating of inventory activity permits us to know 
at any time the “how much” and “where” of all our stocks, The 
shortage of a certain size item at a particular location is immedi- 
ately made known by transceiver that same day, and shipment is 
directed from another depot the next day. 

3. In furthering the objective of sensitive inventory control 
we are exploiting the latest developments and techniques of high 
speed electronic equipment—automatic data processing systems. 
Under this system, all receipts and shipments are automatically 
checked against established control levels. When the stock of 
any item is above or below this control level, a report represent- 
ing a supply control study is “kicked out” which says, in essence, 
“This item needs attention.” These reports, received on a timely 
basis, will provide the basis for buying, maintaining good stock 
balance throughout the country in order to match geographic 
demand and supply, and highlight excesses, where these exist. 

4. Early in its existence, the agency recommended relocation 
of service retail activities to Philadelphia. The Navy clothing 
and textile office relocated to the Philadelphia Quartermaster 
Depot early this year, while the Army and Air Force retail ele- 
ments relocated to the agency in 1957 and 1958 respectively. The 
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91 
Marine Corps retail activity is situated in close proximity to the 
agency within the Philadelphia area. With the relocation of 
the service retail elements completed, close liaison between whole- 
gale supply managers and retailers is now realized. This rela- 
tionship becomes significant in our joint efforts to develop realis- 
tic requirements and in resolving current and potential supply 
management problems. In addition, faster agreement on sub- 
stitute items and more timely adjustments to both retail and 
wholesale stock funds and budgets can be achieved. Further, ex- 
cesses of the services are screened against our requirements in 
order to effect maximum utilization of goods on hand and elimi- 
nate concurrent buying and selling. 

(Chart 6 appears on p. 92.) ee een 

General ANDERSON. Each typewritten line on a requisition is either 
shipped or not shipped. When an item is not available for shipment, 
an obligation is established to ship it when stocks are available. This 
obligation is called a back order or dueout. A dueout represents an 
inflled demand, and as such, represents a supply failure. 

This chart shows the number of unfilled demands or line items due 
out at the end of each month. The fiscal year 1958 record shows a 
sharp increase in a short period of time, from 3,800 in January 1957 : 
to 40,000 by the end of August—just 7 months difference in time. The 
apex of the ascending line indicates the dueouts which the agency in- 
herited with assumption of accountability from the services. The 
later descending scale points out the effectiveness of the Agency. 

The sharp decline was almost as dramatic as the rise. In the early 
months following the August peak, the downward trend was due 
wholly to brute force—expediting deliveries and increased use of sub- 
stitute items. Use of the substitute program is well illustrated by the 
use of 100,000 Army work uniforms to meet Navy requirements. A 
recent action resulted in using 1.3 million yards of cloth, cotton silesia 
as a substitute for unbleached material as clothing components. In 
both cases, procurement was obviated. 

The lower portion indicates our record for the current fiscal year. 
At the end of April, dueouts were reduced to 7,582. 

Chart 7 appears on p. 93.) 
neral ANDERSON. A means of determining supply availability is 
to relate dueouts to volume of demand. This chart answers the ques- 
tion, “How many demands were shipped and how many were not,” 
and using this relationship to compute the percentage of supply avail- 
ability. At the end of April 1959, the agency was 92 percent effective. 

This percentage of effectiveness, when considered in conjunction with 

the reduction of due-outs discussed previously, reflects the improved 

supply situation achieved by the Agency. 
ow much inventory is 1t taking to accomplish this supply ? 

(Chart 8 appears on p. 94.) 

General ANpeRSON. This shows the general trend of our inventories. 
Total inventory reached $1.9 billion in 1958 and will be reduced to 
$14 billion in fiscal year 1960. 

_ Let me summarize our progress toward these first two goals—that 

is the single distribution system and the sensitive inventory control— 

this way. When large commercial corporations merge, each of the 
41742597 
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merging elements normally retains some degree of autonomy. I be- 
lieve, therefore, that never before has anyone tried to merge $2 billion 
worth of inventory from four systems into one. The task has proved 
a tremendous one with a multitude of details which could not be an- 
ticipated, but had to be resol ved as they arose. 

The third objective: To modernize procurement methods to bring 
them in tune with industry and to provide for coordinated purchase 
of similar items and combined purchase of like items. 

Our purpose has been to achieve the most efficient procurement op- 
eration possible and to strive to abide by the underlying principles 
which motivated the various congressional hearings pertaining to 
clothing procurement. 


EFFECT OF SUBCOMMITTEE RECOMMENDATIONS 


Your committee has exerted considerable influence upon our mod- 
ernization program. Of 30 recommendations resulting from hearings 
before this subcommittee in April 1957, 24 pertained to the Military 
Clothing and Textile Supply Agency. More specifically, 15 of those 
94 dealt directly or indirectly with determining the qualifications of 
potential contractors and assuring that only qualified bidders receive 
contracts. You recall that those recommendations dealt with false 
statements, past delinquencies, bidders’ affidavits of ownership, finan- 
cial responsibility, purging of the bidders’ list, affirmative determina- 
tion as to capacity and integrity, etc., and securing participation from 
more reputable firms. Th 

From the inception of the agency, an aggressive program was insti- 
tuted to place into effect procedures precisely designed to eliminate 
marginal producers. These procedures included close scrutiny of the 
prospective contractor’s reliability, physical and financial capability, 
quality history and past performance record. For clothing items, 
this culminated in the creation of a qualified manufacturers list. The 
qualified manufacturers list meets the requirements for properly 
qualifying bidders demanded by your recommendations. Under this 
program, only those clothing producers who can qualify after exten- 
sive surveys of their facilities, capabilities and quality history receive 
invitations for bids and are permitted tobid. The effectiveness of this 
tool will depend upon our ability to use it in a just and equitable fash- 
ion pursuant to the prescribed rules, and to the degree of support 
given by this committee and other congressional elements. We have 
already placed into effect the program for “quality” items such as 
the Army green uniform, the Air Force blue coat and other similar 
type items. The lists of producers qualified for the “semiquality” 
clothing items have just. recently been published and the publication 
of the qualified producers for the work and utility items is scheduled 
for July 1. 

Seven of your 24 recommendations dealt with contract administra- 
tion. These covered such matters as adherence to delivery schedules 
and specifications, termination of defaulted contracts, delays in bid 
evaluation and awards, and deviations from specification require- 
ments. I am happy to report that we have made significant forward 
strides in those areas due largely to improvements in the quality of 

»} My procurement staff and its operating procedures. 
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Through a program of continued close surveillance and policin of 
contractor’s performance, from the very date of award, we have drag. 
tically reduced delinquencies as portrayed on this chart. 

Chart 9 appears on p. 97.) 

General ANDERSON. Fiscal year 1956, average rate, 24 percent; fisca] 
year, 1957, it was reduced to 17 percent; fiscal year 1958, it dropped 
to 11 percent; and in the current year we are averaging between 4 and 
° percent. 


Maximum effort has been exerted to insure that specification pp. | 
quirements are fully met. As an indication of this success—we hay, | 


reduced by more than 50 percent the acceptance of items containing 
deviations from specifications. 

Mr. Hottrterp. That is quite an improvement in your delinquency 
trends. ; 

General Anprerson. We are very proud of it, sir. 

Mr. Houirrerp. Does that compare to about the same volume of 
purchasing as you had before? 

General Anprerson. Increased volume, sir. 

Mr. Hottrtetp. Increased volume? 

General ANprerson. Yes, sir. 


CONTINUITY OF RESPONSIBILITY 


Mr. Houirrevp. That is a remarkable change, it seems to me, in that 


short length of time. Do you attribute most of that change to im 


provement in your procedures? 

General Anperson. There are a great many changes that contribute 
to this. We have a different organization within the procurement 
division. We have a buyer team now so that the man that makes the 
contract is responsible for its administration until it is closed. He 
lives with it. He lives with his mistakes. That has improved the | 
situation. | 

Mr. Hottrtevp. In other words, he is not transferred out and some 
one else has 

General ANDERSON. There may be changes in personnel. 

Mr. Horirretp. But there is a continuity there in the team? 

General Anprerson. Yes. One man made the contract and another 
man administered it. Now, there is a continuity of responsibility. 





QUALIFIED BIDDERS LIST 


Mr. Houtrtecp. How about your qualified bidders list? Have you 
been able to weed out some of the people that caused you so much 
trouble in the past ? 

General ANpErson. We only have the quality list in operation nov. 
So far, we have had no great difficulty with it. We have eliminated: 
great many people. 

Mr. Hotirteip. Those that were not so dependable before, you have 
caused to adopt new methods or new standards of performance! 

General Anprerson. We have educated our contractors to the fac 
that we want accurate performance. That has helped reduce this de 
linquency rate. . 

Mr. Horirreip. Have there been any penalties so far as cost 18 col) 
cerned ? 
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General Anprrson. Yes, sir. If the fault has been his, we char 
him for an extension of delivery schedule; we charge him our i 
ministrative costs. 

Mr. Horirretp. But it has not cost the Government any more? 

General Anperson. No. 

Mr. Hoir1eLp. To impose the stricter standards? 

General Anprerson. No, sir. Asa matter of fact, we are performin 
our procurement mission now for all four services with fewer people 
than we were previously using for the Army and the Air Foree, 

Mr. Hotirretp. Is that so? 

General ANpeErSON. Yes, sir. 

Mr. Ho.trtevp. In other words, you have taken on the Navy and 
Marine Corps in addition to your previous duties ? 

General ANpErsoNn. Yes, sir. 

Mr. Hourrterp. And how much did that add to your program: has 
it been a third ora fourth? 

General Anperson. The Army program is about 150 million. The 
Air Force is about 60 million. About 210 million, we were doing be- 
fore. The Navy brought in 50 or 60, and the Marine Corps about ‘ 95. 
so it is in the neighbor hood of 40 percent. 

Mr. Hotirterp. A third? 

General Anprrson. A 30- or 40-percent increase. 

We recognized from the earliest days of M.C. & T.S.A. that we 
could improve supply effectiveness and realize significant economy 
by reducing administrative leadtime. By way of definition, this 
administrative leadtime not only includes ‘ ‘purchasing” administra- 
tive leadtime but also the time required by Requirements people to 
identify, evaluate, and transmit a supply requirement in the form 
of a purchase directive to the purchasing people. This period of 
time required by the Requirements elements is approximately 30 
days and we are making every effort to reduce it even further, I 
would like to mention here that this portion of administrative lead- 
time would be much greater if it were not for the fact that all of the 
services’ clothing supply managers (except the Marine Corps) are 
physically loc ated at the agency—and even the Marine Corps man- 
ager is only a stone’s throw away from us in the city of Philadelphia. 
The intimate d: 1y-to-day contact provided by this physical centrali- 
zation of the services’ elements together with agency technicians 
covering the varied fields of requirements, distribution, inspection, 
manufacturing, and purchasing produces incalculable advantages 
even beyond the matter of reducing administrative leadtime. 

The reduction of leadtime brings the determination of require- 
ments closer to the actual demand thus improving the accuracy of 
the requirements. 

(Chart 10, appears on p. 99.) 

The “purchasing” administrative leadtime has been reduced from 
an average of 94 days as of 2 years ago to less than 70 days. In pro- 
curements not requiring set-aside for “small business, purchasing lead- 
time can be reduced to less than 60 days. Rejection of small busi- 
ness firms for lack of capacity or credit involves the agency with the 
Small Business Administration, and delays of weeks may result, In 
this regard, you may or may not be aware of the Small Business Ad- 
ministration’s attempt to expand its responsibility beyond capacity 
and credit to cover such things as skills, know-how, integrity, past 
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performance, and evaluations. Any such encroachment upon the a 
thority of the contracting officer to refuse to award contracts to yp, 
qualified bidders will nullify many of the accomplishments of tj, 
Agency. 
CERTIFICATES OF COMPETENCY 

Mr. Houirtecp. I would like you to expand a little bit on that Point, 
I think all of the Members of Congress are cognizant of the need fo, 
some small business assistance, but. sometimes fT am inclined to think 
that this may be carried to the point where it is a burden that Pos. | 
sibly should not be borne. ‘This indicates to me that you 
into some trouble in this area. 

What do you mean by the fact that they extend their responsibility 
to pass judgment on skills and know-how and all this sort of thing 

General ANperson. The law says now that the certificate of compe. 
tency issued by Small Business covers and is binding on the contrac. 
ing officer with respect to capacity and credit. 

By that we interpret and the General Accounting Office generally 
has interpreted capacity to mean the physical plant. There jg, 
tendency to increase that definition to include his work force, his 
skills, his know-how, his assets, his integrity, his past performance, all 
being lumped in this one word “capacity.” 

Now we can live with capacity and credit. It is a deterrent in this 
respect. If we have a small business set-aside, or if we are about to 
reject a small business bid, for the reason of lack of capacity or lack 
of credit, we must go to the Small Business Administration for g | 
determination. They are given 10 days either to issue the certificate, 
the COC, as we call it, or not. 

If they do issue it, we have to make the award to that firm. If 
they do not issue it, then we have to select the next low bidder, 
And if he is small and we still doubt his capacity, then we have to 
go back to Small Business again, and this can go on for weeks or 
months. 

It doesn’t often go more than 3 or 4 weeks, but it can. This 
delays the whole procurement procedure. 

Mr. Houtrrerp. What has been your experience with the people 
that have been certified by the Small Business Administration as you 
indicated? In the cases where you have awarded contracts to them, 
has there been substantially good performance on the part of these 
people, or have you had trouble on their performance ? 

General Anperson. If we think SBA has made a mistake, we chal- 
lenge it. I don’t recall any of those challenges recently. I don't 
recall any case, none that has come to my attention, where SBA has 
made a mistake on those two items of capacity and credit. 

Mr. Rorack. Mr. Chairman, may I observe for the record that this 
problem of the relationship between the Small Business Administra- 
tion and the Department of Defense arises from the fact that the Con- 
gress gave the Small Business Administration the final authority to 
certify for competency as to capacity and credit, and at the same time 
the Congress gave the Defense Department final authority to certify 
the low responsible bidder. ; 

There is an area of interpretation here, and as you recall, we solic- 
ited the Comptroller General’s opinion on this matter because it did 
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ist of the reply, as the Comptroller General sees it, is that the final 
authority of the Small Business-Administration is not as broad an 
authority as that of the contracting officers. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 14, 1958. 
Hon. CHET HOLIFIELD, ; f : 
Chairman, Military Operations Subcommittee, Committee on Government Oper- 
ations, House of Representatives 


Dear Mr. CHAIRMAN: Further reference is made to your letter of March 6, 
1958, concerning the authority of the Small Business Administration to deter- 
mine bidder qualifications in relation to other procurement statutes, such as the 
Walsh-Healey Public Contracts Act, the Armed Services Procurement Act, the 
Federal Property and Administrative Services Act. 

Specifically, you refer to the statutory authority of the Small Business 
Administration to certify to Government procurement officers with respect to 
the competency, as to “capacity and credit,” of a small business concern to 

form a specific Government contract, as provided in section 212(d) of the 
Small Business Act, 67 Stat. 238, 15 U.S.C. 641, and to section 213 of the act, 
15 U.S.C. 642, which makes the Administration’s certification of a bidder’s 
competency “conclusive” upon the procurement officers of the Government. 
You request our opinion as to whether this latter statutory provision has the 
effect of superseding or overriding determinations by Government procurement 
officers pursuant to the statutory requirements for bidder and contractor 
qualifications. : : 

While both the Armed Services Procurement Act, 10 U.S.C. 2305, and the 
Federal Property and Administrative Services Act, 41 U.S.C. 253, require that 
awards of Government contracts be made to “responsible” bidders, neither act 
defines the word “responsible.” However, insofar as the Military Bstablish- 
ment is concerned, the requirements for eligibility of a prospective Government 
contractor are set forth in the armed services procurement regulation, as 
follows : 


“ASPR 1-201.9 Sources of supplies 


“(a) Sources of supplies shall include only (i) manufacturers, (ii) construc- 
tion contractors, and (iii) regular dealers in the supplies to be procured. A 
‘regular dealer’ shall be deemed to be any one of the following: 

“(1) a person or firm who owns, operates, or maintains a store, ware- 
house, or other establishment in which the materials, supplies, articles, 
or equipment of the general character described by the specifications and 
required under the contract are bought, kept in stock, and sold to the public 
in the usual course of business. 

* * * * * * * 


“ASPR 1-307 Responsible prospective contractor 


“Prior to the award of any contract for supplies or services the contracting 
officer shall determine that the prospective contractor is responsible. * * * 
A responsible contractor is one which meets all of the requirements set forth 
below : 

“(a) is a manufacturer, construction contractor, or regular dealer, if the 
contract or order calls for supplies; 

“(b) has adequate financial resources, or ability to secure such resources; 

“(e) has the necessary experience, organization, and technical qualifica- 
tions * * * to perform the proposed contract; 

“(d) is able to comply with the required delivery or performance schedule 
(taking into consideration all existing business commitments) ; 

“(e) has a satisfactory record of performance, integrity, judgment, and 
skills.” 

The criteria for determining the eligibility of a proposed contractor with the 
General Services Administration are set forth in section 209.28, Manual GS 5, 
Volume GS 5-1, Purchase Operations, as follows: 

“Determining the responsibility of bidders. The contracting officer shall de- 
termine, prior to award of contract, whether the bidder qualifies as a responsible 
bidder with respect to the contract being considered. * * * 


“a. Oriteria for determining if a bidder is responsible. 


“1. In determining whether the bidder is a ‘responsible bidder,’ the contract- 


ing _ must consider whether the bidder satisfies all of the following require- 
ments : 
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“(a) has adequate financial resources to complete the proposed contrat. 
“(b) has the necessary experience, organization, technical qualifications 
and facilities to perform the contemplated contract ; and 


“(c) is otherwise qualified and eligible under applicable law and regu. | 


lations. 

“2. The contracting officer also shall consider other pertinent factors gue, 
as reputation, indicated lack of integrity, or failure to fulfill previous On: 
tractual obligations of a similar or comparable nature * * *.” 

In that connection, we consistently have held that the question of the 
qualifications of a proposed contractor primarily is for determination by the 
administrative officers concerned, and such determination will not be questioned 
by us in the absence of a clear showing of bad faith or lack of a reasonabj 
basis therefor. (837 Comp. Gen. 430; 36 id. 42.) Also, we have held—as haye 
the courts—that the word “responsible” imports something more than pecu- 
niary ability, and in the selection of the lowest responsible bidder public officers 
are required to consider not only the financial resources of the bidder but algo 
his integrity, fitness, capacity, and ability to perform. (See 34 Comp. Gep, 
86 ; 30 id. 235; 28 id. 662; 26 id. 676.) 

The Walsh-Healey Public Contracts Act of June 30, 1936, 49 Stat. 2036, 4 
U.S.C. 35, requires that there be incorporated into Government contracts ex. 
ceeding $10,000 in amount a stipulation that the contractor either is the “many. 
facturer”. of or a “regular dealer” in the articles of sale. In his “Rulings ang 
Interpretations No. 3 (Walsh-Healey Public Contracts Act),” issued April 30, 
1953, the Secretary of Labor caused to be promulgated the following rule: 

“Sec. 29. (a) The responsibility of determining whether or not a bidder ig 
qualified as a manufacturer or as a regular dealer under the Public Contracts 
Act rests in the first instance with the contracting agency. However, any de. 
cision which the contracting officer might make is subject to review by the De 
partment of Labor which is charged with the administration of the act, * * # 
(Emphasis supplied. ) 

Also, the Walsh-Healey Act provides in section 3 (41 U.S.C. 37) for the debar. 
ment from Government contracts of persons or firms found by the Secretary of 
Labor to have breached any of the agreements or representations required by 
the act. Moreover, under section 3 of the Davis-Bacon Act (40 U.S.C. 276a-2(a)) 
persons or firms found by the Comptroller General of the United States to have 
disregarded their obligations to employees and subcontractors likewise are de 
barred from Government contracts. 

Since by its terms section 213 of the Small Business Act makes conclusive the 
Administration’s certification of small business concern as competent with 
respect to “capacity and credit,” we think such provision must be construed 
as controlling only insofar as it conflicts with a determination by a procure 
ment officer as to the “capacity or credit” of a bidder. However, if a bidder is 
found not to be qualified for other reasons, as for example lack of integrity 
or a consistent record of default under prior contracts; or if he is found not 
to be a “manufacturer” or “regular dealer,” or is debarred from Government con- 
tracts under the statutes above cited, in our view the certificate of competency, 
being limited by statute to “capacity and credit,” would not be determinative 
of the award to be made. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Mr. Rozack. In other words, the Department of Defense contract- 
ing officer still has the responsibility to determine who is the low re- 
sponsible bidder, and we might place that opinion in the record at 
the appropriate point for clarification. So that the contracting off- 
cer, which in this case is the single manager agency, is not relieved of 
his responsibility in this field. 

General Anperson. For anything other than capacity or credit. 

Mr. Rorack. There is an area of interpretation. 

General Anperson. That is right. 

Mr. Rorack. There is no question about it. But the reason we 
solicited the inquiry, Mr. Chairman, is that there was a tendency on 
the part of contracting officers to pass the buck to the Small Business 
Agency. 
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General Anverson. We don’t do that. We take the responsibility. 

Mr. Horirteip. As I remember it, we had quite a bit of informa- 
tion in our hearings 3 years ago of some people who were doing quite 
a bit of juggling around among several different corporations that 
they owned, in order to qualify on the small business setaside, and 
there was some very tricky maneuvering being done. 

General ANDERSON. Yes, sir. 

Mr. Houirrecp. As I remember, where in some instances, two or 
three corporations might be actually owned by the same interests, and 
they put in so-called competitive bids, and then disqualify maybe a 
low bidder on withdrawal of capacity or failure to establish capacity, 
so that a higher bidder owned by the same persons would get the con- 
tract. We had some testimony on that general area, didn’t we ? 

Mr. Ropack. Yes, sir. 

General ANpERSON. There was evidence to indicate that that was 

ible to occur, yes. 

Mr. Hourrrecp. Or could occur under the regulations at that time. 

General ANpEeRSoN. Yes, sir. 

Mr. Houirrecp. And certainly I don’t think the Congress so in- 
tended in its concern for small business—I was a small businessman 
myself before I came to Congress, so my sympathy would naturally 
lie in that field. 

But I don’t think that it was the intent of Congress to impose upon 
the procurement agencies a requirement which forced them to become 
victimized by this type of shady operation. I would hope that you 
would take those facts into consideration in maintaining your own 
responsibility, and not allowing something that is extraneous to it to 
upset your efficiency. 

TOKEN BIDS 


Mr. Rosack. Mr. Chairman, since we are on that subject, may I 
ask one question ? 

Why rs you allow small business setaside bidders to get preference 
who bid on the nonsetaside some ridiculous figure like that ten-thou- 
sandths of a cent on some item ? 

Now I don’t understand why anyone would make awards on that 
basis. 

General ANperson. Those are so-called token bids? 

Mr. Rozack. Token bids. 

General Anperson. Token bids, yes. There was some question. My 
feeling at the time was that we should disregard them when they 
first came up. 

Ihave a staff of lawyers who advise me, and we did not disregard 
them. But now we have authority to disregard such bids as being 
honresponsive. 

Mr. Ronackx. Those lawyers advised you that you couldn’t disregard 
an obviously ridiculous bid ? 

General ANDERSON. But we do now. 

Mr. Ropack. It was obviously ridiculous. 

General ANpErsoN. That is right. 

Mr. Rosack. They said you didn’t have authority to’ 

General ANperson. Legally they thought we didn’t, but we have 
now been given that authority. 

Mr. Ropack. That was an obviously ridiculous decision, I may add. 
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General AnpErson. Not being a lawyer, that is the way I felt about | 
it. 
Mr. Rosack. I am not a lawyer either. I can say it too. 


COMPETENCE VS. RESPONSIBILITY 


Mrs. Grirrirus. I wanted to understand this. Now is the agency 
saying that you must knock these bids out because of know-how, or 
are you saying that you want to be able to? 

General Anprrson. We do. Integrity, past performance, knoy. 
how, skills and so forth—we do knock them out for those reasons, 

Mrs. Grirrirus. But on these you get into arguments with the Small 
Business Administration, capacity and credit you can prove or dis. 
prove. 

General AnpERsoN. On capacity and credit, Small Business has the 
final say. 

Mrs. Grirrirus. Oh, I see. 

General Anprrson. They want to extend their authority to thes 
other criteria. 

Mr. Hourrrerp. Mrs. Griffiths, I am not sure whether you recall the 
situation that we ran into particularly in the making of cotton goods, 
underwear and canvas pants and such things. 

There was a situation where a certain operator would have a loft, 
He had five corporations, and two of those corporations might have 
the same address. 

Now, there is no doubt that he could prove capacity. He would 
have the number of sewing machines, and he would have a loft to do 
business. Also, there was no doubt that he could prove credit, that he 
could set up a line of credit in a bank. 

But when it got into the areas of integrity and past performances, 
things like that, he had a very bad record, as I remember. He was 
always late in his performance, and frequently there were rejections 
of quite large amounts of articles that he was making. 

So, as I understand it, what you are saying is that when the Small 
Business passes its judgment on the man’s capacity and credit, whichis 
what they are supposed to do under the law, that you want to have an 
ace in the hole. You want to be able to say, “Certainly, the man has 
the capacity and he has the credit, but we have had experience with 
his company and we know that they are always late in their deliveries, 
or that we have trouble on their inspections,” or that sort of thing. 

You want to be the judge as the using agency of those materials. 
You want to be the judge of it, rather than have them pass judgment 
on it, because after all they are not the using agency of the particular 
articles that are being manufactured. 

General Anprrson. I don’t think I could carry out my supply re 
sponsibility if I did not have the authority to make those determina- 
tions. 

Mr. Hortrrerp. I agree with you. You may continue, sir. Excuse 
us for interrupting. 


GFM BONDING SYSTEM 


_ General Anverson. To insure that Government-furnished material 
is fully and accurately accounted for by the contractor, as was recom- 
mended by this subcommittee, we have instituted a bailment-bond 
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system. ‘This system has very properly shifted the responsibility for 
vernment material from the Government to the contractor. Fur- 
thermore, the Government’s interest in the material is now better 
rotected by surety bonds. 
Mr. Honirmvp. Has that worked out all right ? 
General Anpverson. I think it is working out very smoothly now, 


ir. Houirrevp. Because our evidence did show there were losses of 
Government-furnished material. 

General ANDERSON. Yes, sir. ; 

Mr, Houirretp. And divergence of Government-furnished material. 

General ANDERSON. Yes, sir. It is interesting to note that by doing 
this [have saved 100 people at an annualsalary of $700,000. 

Mrs. Grirrirus. How much bond has been put up in all that time? 

General ANpersoN. I think it is 50 percent of the bid price, and 
that covers the material, enough to cover the cost of the material 
which they have from us at any one time. 


BURDEN OF BOND COST 


Mrs. Grirrirus. They figure back the charge of the bond, the cost 
of the bond though, so if you get an awful lot of bonds, you are pay- 
ing for all the people in there. 

General ANDERSON. You could say that, and yet the general cost of 
our procurement has gone down, so it would be hard to—. 

Mrs. Grirriras. That is because you are doing a better job. 

Mr. Hontrretp. A reputable person, as a rule, can make a bond with 
less cost than a person that is not reputable. 

General ANDERSON. Yes. 

Mrs. Grirrirus. They are bonding them at $10 on a thousand, I 
think. 

General ANperson. I am not sure what it is costing, but it is much 
easier to administer. I think it is much more satisfactory from the 
contractors’ standpoint. 

Mrs. GrirFirus. It is $10 a hundred, I think. 

General ANDERSON. No, no, not that. We have only had one serious 
complaint about the cost of these bonds, one serious complaint from 
Congress at least. 

Mr. Hotirtevp. Will you furnish us some examples that would be 
representative of the costs of those bonds per thousand dollars worth 
of Government-bailed property furnished ? 

General ANpERSON. Yes, sir. 

Mr. Houtrrecp. And if it has had an effect, an outward effect upon 
your costs, we would like to know that too, if you can determine that. 

General ANpERSON. Yes. 

(Material furnished for the record by General Anderson is as 
follows :) 


STATEMENT OF NONBAILMENT, CASH BAILMENT, AND BOND BAILMENT 


The committee requested that I furnish information concerning the cost of 
individual bonds under the “Bond Bailment Method,” the yearly cost of all such 
bonds and the overall effect of such cost upon the agency’s procurement of 
Cut-Make-and-Trim items. 

The bond serves a dual purpose: (a) as a surety bond for the value of Gov- 
ernment-furnished material (GFM) ; and (b) as a performance bond to protect 
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the Government for all other elements of contractor liability, including terming. 
tion costs and warranty action. With respect to the cost of such bonds, 
background may be of help. When bond bailment was first instituted, this agen, 
required a bond in a penal sum equal to 20 percent of the Cut-Make-and-Trip 


| 


pod 


| 


price (CMT). A prior survey of the bonding companies revealed that the | 


premium for such a bond would be $5 per $1,000 of the total CMT price. It Was 
subsequently found that a bond in the penal amount of only 20 percent of the 
CMT cost did not afford the Government sufficient protection to cover the valy 
of GFM required by contractors to complete their contracts in accordance with 
the delivery schedules. Delays are often encountered because of insufficient 


security for the requested GFM. Asa result, it was decided to increase the penal 


sum of the bond. 

Another survey was made of the bonding companies and assurance was give, 
that, notwithstanding increased liability on their part, the premium rate of $5 
per $1,000 of the CMT price would not be increased provided their liability dig 
not exceed 100 percent of the CMT price. With this assurance, the bond bajj. 
ment method was revised to provide that contractor furnish a bond in the peng| 
sum of 100 percent of the contract amount less the value of GFM, or 50 percent 
of the contract amount, whichever was lower. 

Commencing with fiscal year 1959, records were maintained by this Agency 
covering that aspect of bond bailment contracts relating to CMT prices. Po 
the period July 1, 1958, through March 31, 1959, this agency made 232 awards 
under bond bailment, having a total value of $80,463,275. Of this amount, the 
total value of GFM was $45,188,865 and the CMT dollar value was $35,274,410 
At the rate of $5 per $1,000 of the CMT price, the total cost of such bonds ang 
the ratioof CMT price to GFM value will remain the same during the fourth 
quarter of fiscal year 1959, the total cost of such bonds for the entire fiscal year 
1959 is estimated at $235,160. 

With respect to the comparative cost to the contractor under cash and bond 
bailment, a valid comparison is not possible because of the limited instances ip 
which the cash bailment procedure was utilized by M.C. & T.S.A. Under eash 


bailment, there were many factors which varied from contract to contract go | 


that it could not be said with any degree of certainty what the cost for a given 
contract might be. For example, the cash posted by the contractor was based 
on his GFM requirements which varied from time to time, according to the 
production cycle and delivery schedule. In addition, the amount of money to 
be borrowed, the duration of the loan and the rate of interest thereon would 
vary with each contractor in accordance with his financial and general business 
stability. It should be noted, however, that direct sale of the GF'M to the eon- 
tractor, if authorized, would transfer title to the GFM to the contractor: the 


GFM could then serve as further security for a loan which would undoubtedly | 


assist contractors in obtaining necessary financing and probably at lower in- 
terest rates than under a cash bailment procedure. 


With respect to the overall effect of the cost of bonds upon the Agency’s pro- . 


curement, a detailed study has not yet been initiated. In view of the market 
changes and other innumerable variables and intangibles involved, an exact 
“Dollar Savings” at this time may not be given. However, some bases of com- 
parison are available. Tab A indicates some comparative prices on clothing 
contracts awarded under cash bailment, bond bailment, and nonbailment pro- 
ecurements. It is of interest to note that the award price under bond bailment 
is lower in each case than of either cash bailment or nonbailment. These pro- 
curements cover the period from May 1956 through February 1959, with the 
lowest prices paid under bond bailment in recent procurements. 

It is also of interest to note that the average hourly earnings applicable to 
apparel and other finished textile products have risen from $1.43 in April 1956 
to $1.53 in September 1958 and that the wholesale price index applicable to men’s 
and boys’ apparel during this same period has risen from 102.1 to 102.9. These 
figures have been compiled by the Bureau of Labor Statistics, Department of 
Labor (see tab B). 

Tab C is a comparison of manpower requirements under nonbailment and 
bailment. The chart discloses that, under nonbailment, 104 personnel were 
required at peak strength for accounting and administering GFM in possession 
of contractors, at an annual cost of $437,840. Under bailment, only 37 personnel 
were required, at an annual cost of $155,770. There is thus a saving of 67 per- 
sonnel at an annual dollar savings of $282,070. This saving today would be even 


greater in view of the recent across-the-board salary increase granted to Federal 
employees. 


It 
met! 
by t 
som 


= mu e@e@ereoarT a @ 


~ oo. oe 


& terming. 


NS, some | 


his agency 
>-and-Trin 
| that the 
e. It Was 
ent of the 
* the value 
lance with 
insufficient 


' 


® the penal 


Was given | 


rate of $5 
ability dig 
bond bail- 
1 the penal 
50 percent 


iis Agency 
rices, For 
2 awards 
mount, the 
35,274,410, 
bonds and 
the fourth 
fiscal year 


. and bond 
stances in 
Inder eash 
‘ontract so 
for a given 
was based 
ing to the 
' money to 
eon would 
al business 
to the eon- 
‘actor; the 
ndoubtedly 
; lower in- 


ency’s pro- . 


che market 
, an exact 
ses of com- 
mn clothing 
Iment pro- 
d bailment 
These pro- 
, with the 


plicable to 
April 1956 
le to men’s 


2.9. These | 


artment of 


iment and 
ynnel were 
possession 
7 personnel 
r of 67 per- 
nid be even 
to Federal 


MILITARY SUPPLY MANAGEMENT 107 


It may be of some help to the committee if I were to highlight at this time the 
methods under which Government property has been furnished the contractors 
by this Agency. I will not attempt to go into much detail, but will point out 
gome of the significant provisions. There are two methods: nonbailment and 


pailment. 
NONBAILMENT METHOD 


Prior to 1957, the nonbailment method was in use at this Agency. Under this 
method, the amount of Government-furnished material (GFM) estimated as re- 
quired for the manufacture of an end item was determined and stated in the 
jnvitation for bids and request for proposals. For sized items, an allowance for 
each GFM component was established for each size (unit allowance). In solicit- 
ing bids for clothing procurements, bidders were required to specify in their bid 
the percentage of the Government’s unit allowances required by them for the 
manufacture of the end item. Under this method, bid evaluation was compli- 
eated, since material allowances had to be converted to dollar values and cost of 
transportation of the GFM to contractor’s plant established, for determination 
of the overall bid price. In addition, industrial usage specialists were required 
to maintain surveillance over the GFM while in possession of the contractor to 
insure its proper utilization, and detailed property accounts were maintained on 
each contract. The staffing required under this procedure, as previously noted. 
was 104 personnel. 

BAILMENT METHOD 


On February 8, 1957, the Agency was granted authority to use a cash bailment 
method under which the bidder included in his bid price the cost of GFM. The 
successful bidder deposited with the Government, in advance of receiving the 
GFM, the value of such material, which deposit was refunded in the manner 
later described. Under this procedure, industrial usage specialists were not 
required and accounting was simplified. However, the procedure, as approved 
at that time, did not authorize the contractor to retain the scrap and clippings. 
Such property was to be disposed of, under the supervision of the Government, 
by either (1) abandonment; (2) sale by the contractor and the proceeds turned 
over to the Government; or (3) returned to the Government for disposition. It 
was necessary to maintain a detailed accounting for control of such property. 
The contractor was responsible for its preservation and segregation. The in- 
spector was required to make periodic checks to insure proper maintenance and 
was required to schedule sales at such times as would be most advantageous to 
the Government, considering the market conditions prevailing. The inspector 
was also required to approve the prices at which sales were made and if such 
prices were not considered reasonable, the inspector was required to request dis- 
position instructions from the property administrator. Certified bills of sale 
were required to be accomplished and suspense accounts maintained to insure 
receipt of payment from the contractor. 

To eliminate these costly disadvantages, a study was made and in July 1957, a 
procedure was approved to permit the contractor to retain scrap and clippings as 
a condition of the procurement, with consideration to the Government to be re- 
flected in the contract price. By permitting the contractor to retain scrap and 
clippings, further simplification was made possible by eliminating considerable 
accounting and administration involved in disposition of such property by the 
Government. Cash bailment was used on some 53 procurements before it was 
discontinued, as of the end of October 1957, in favor of bond bailment. 

The bond bailment method was developed to provide for the use of a bond as 
surety in lieu of a cash deposit. Discontinuance of the requirement for cash 
deposits covering value of GFM was necessary because of the tight money mar- 
ket which materialized during the middle part of 1957 and made it increasingly 
dificult for firms to obtain financing of their contracts. In revising the pro- 
cedure, particular emphasis was placed on further simplification in accounting 
and overall administration, taking into consideration the Agency’s prior experi- 
ence On procurements utilizing cash bailment. This revised procedure was ap- 
proved on October 28, 1957 and immediately placed into effect. 

Following is a brief explanation of cash bailment and bond bailment, under 
which Government materials may be furnished contractors: 

(@) Under cash bailment, procurements were made on the basis of the con- 
tractor including in his bid price the cost of GFM. The contractor deposited 
with the Government the value of the GFM required to maintain production and 
delivery in accordance with his contract. It was not, however, necessary that 
the contractor’s deposit cover the total value of the GFM required by the con- 
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tract. The contractor ordered only that quantity of material necessary to maj 
tain production, coinciding with his rate of manufacture and delivery (wht : 
usually approximated 30 to 40 percent of his total requirements, depending ae 
his production capabilities and length of time involved for performance), Tit, 
in the material did not, however, pass to the contractor. Under cash bailment 
bid evaluation was somewhat simplified. Property accounts were maintained 9; 
each contract, although not in the degree of detail as under nonbailment ih 
dustrial usage specialists were no longer required. Separate obligation and rs 
posit accounts provided for obligating the chargeable appropriation in amounis 
administratively determined to be chargeable to each account. Upon completio 
of the contract, the accounts were adjusted and finalized. rs 

(b) Under bond bailment, as stated above, a contractor is now required to 
post a performance bond equal to 100 percent of the total award price lesg the 
value of GFM, or 50 percent of the total award price including the value of 
GFM, whichever is lower. As interim or partial deliveries are made, a sum 
equal to the estimated dollar value of GFM utilized in each end item deliyereg 
is withheld from payments due the contractor. Upon completion of the eon. 
tract, to the extent that the total sum of these withholdings exceeds the total 
dollar value of GFM consumed, a refund is made to the contractor. Conversely 
when the total dollar value of GFM consumed exceeds the withholdings the 
difference is withheld from subsequent payments or collected from the con. 
tractor or the surety. Tab D shows a comparison of the more significant fune. 
tions involved under nonbailment and bailment. 


CONCLUSION 


As stated above, it is impossible at this time to give exact dollar savings in 
answer to the question of whether bond bailment has resulted in an overall de 
crease in procurement costs of this Agency. Moreover, nonbailment and bail- 
ment, as can be seen from the foregoing descriptions, are in many respects too 
dissimilar to permit a point by point comparison. However, it may be con- 
cluded that bond bailment is a decided improvement over nonbailment. For 
example, under nonbailment there was a possibility that the contractor might 
convert GFM to his own use, thus necessitating detailed accounting and a large 
staff to prevent this from happening. Under bailment, however, the contrac. 
tor is rewarded with a refund equal to the value of GFM he returns at con- 
pletion of the contract. Thus, bailment provides the contractor with a builtin 
incentive to conserve GFM. There is little doubt that the cost of the bond is 
added to the bid price. However, this relatively small cost has been more than 
offset by the advantages gained, both tangible and intangible. Since there has 
also been a substantial saving of personnel by utilizing bailment, I feel justified 
in concluding that the overall effect upon procurement has been advantageous to 
the Government. 

TaB A 


Comparison of award prices 











Item procured Type procurement Quantity Bids opened | Award 
awarded price 
Trousers, man’s, cotton uniform twill---......- Nonbailment--_..- 909, 020 | Sept. 26,1956 | $3.14 
Cash bailment.-.--- 138, 530 | Oct. 22, 1957 3.12 
Bond bailment_... 135, 800 | Feb. 13, 1959 3.06 
Shirt, man’s, cotton uniform, twill.........-..- Nonbailment_-..-.. 646,000 | July 30, 1956 2.49 
Cash bailment- --- 474, 240 | Oct. 28, 1957 2. 52 
Bond bailment_--- 711,840 | June 2, 1958 2.24 
Coat, man’s, wool, serge, blue 84..............- Nonbailment_._-_. 186, 635 | Jan. 21, 1957 3.23 
Cash bailment_---- 150,000 | Oct. 4, 1957 22.00 
Bond bailment_.--- 103,140 | Dee. 9, 1957 20.49 
denne do ttdlouul 526,000 | May 5, 1958 19.% 
Shirt, man’s, tropical worsted....-. isanineigitiignicns Nonbailment._._.. 15,360 | Dec. 14, 1956 7.13 
Cash bailment_---. 24,720 | Oct. 21, 1957 6.73 
Bond bailment_--_- 50,016 | Jan. 23, 1959 6. 59 
Cap, garrison, wool, serge-......--.--.-.-.---- Nonbailment_.__.- 375, 120 | May 21, 1956 1.43 
Bond bailment.... 783, 840 | Nov. 18, 1957 1.3 
WO Ned eda ee 776, 640 | Dec. 12, 1958 1,0 
Shirt, man’s, oxford khaki, cotton...........--- Nonbailment ___-- 26,000 | Mar. 26, 1957 2. 60 
Cash bailment-._- 170, 628 | Sept. 26, 1957 2.59 
Bond bailment-_.- 109, 620 | Dec. 4, 1957 2.53 
Cap, service, wool, serge, AG-44__......-...-- Nonbailment.____- 375,000 | May 11, 1956 3.89 
Cash bailment._-- 375,000 | May 10, 1957 4.08 
Bond bailment..-_- 375,000 | Aug. 1, 1958 3. 64 
acai i ci trtenete 585, 480 | Dec. 15, 1958 3.54 
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Tas C 
Government furnished property procedures, comparison of man-power 
requirements 
aa . — — — —— ——______ hieagciaaie 
__ | Nonbatment Bailment 
i <= ore 
Bersonnel required - - -.---.---- aakdes onbkecke cence oon n neon esnnnnee oe 104 | . 
Annual cost. -_------- bie meneame ateanipempaien a wenn $437, 137, 840 | 1 
Personnel savings - _- 5 ios achiem inden tee ot de aba one wie Rake ewer be eee I oot $ _ 
Dollar savings Sckcedegecas Rist wadandebict an dlech aid ans $282, 079 
TaB D 
Comparison of functions 
Function | Nonbailment Bond bailment 
1. Quantitative allowances. --.-- = ‘ ; a Required | Not required, 
2. Bid evaluation ___- : ; 4 _.| Complicated. | Simplified. 
3. Industrial usage specialists ---- ; | Required Not required. 
4. Disposition of scrap___----- : oi ; ...| Government-__.__| Contractor. 
5. Quantitive property accounting-_-_- gees | Required | Not required, 
6. Financial accounting and property rec ords___- _ quired “8 Simplified. 


1958 PURCHASES 


Mr. Houirretp. You say your general costs have gone down. I am 
rather surprised at that because in the last 2 years you have been in 
a rising market on both materials and labor but I am wondering if 
you statement refers to the cost on like items. 

General Anperson. I don’t ae that I have put it in this state 
ment, but during the last fiscal year, that is fiscal year 1958, we pro- 
gramed to buy $260 million one of clothing and textiles at the 
standard price. That was the last price that we had paid for those 
items generally. 

We executed that procurement program by buying what we 
had programed to buy for $220 million. We turned back to the 
Treasury $40 million, and that was a time when the cost of living was 
going up. It was a soft market. But as you know, prices were not 
affected by such soft market. 

Mr. Hor IFIELD. The textile people haven’t been too prosperous. As 
you said, it is a soft market. I think in some instances, at least, i 
has been almost a distress market. 

General Anperson. There is no question about that. 

Mr. Hoxtrrevp. In the textile field. But looking at that 220 mil- 
lion, that is Government-owned material, isn’t it? 

General Anperson. Either material or end items, yes sir. 

Mr. Ho.irtetp. Now, if that is furnished to these contractors, and 
if they do have to carry bonds on that, it might work up as Mrs. 
Griffiths has said into quite an item. 

General Anperson. Oh, it doesn’t amount to that much. 

Mrs. Grirrirus. It doesn’t amount to $40 million ? 

General Anperson. No. 


Mrs. Grirrirus. But it could amount to several hundred thousand, 


couldn’t it ? 
General Anprerson. We will try to give you some figures on It. 
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Mr. Hourrrevp. It would be interesting to know the figures on it. 
General ANpERSON. Yes, sir. 
Mr. Hoxtrretp. Proceed. 


QUALITY CONTROL 


General Anperson. One of the obstacles in accomplishing your 
recommendations was the fact that, prior to the establishment of 
this Agency, scientific quality control as an industry practice was 
unknown in most segments of the soft goods industry. The Agency 
has pursued an aggressive program in selling statistical quality con- 
trol to the soft goods industry. We have conducted quality control 
gminars throughout the country, visited manufacturers’ plants and 
explained, demonstrated, and installed quality control systems, and 
authored and published booklets on quality control. We participated 
in the production of a movie “QM Quality Control for Clothing 
and Textiles.” es 

This has provided a basis for the transition from a Government 
acceptance inspection program to one of contractor inspection. This 
program requires the contractor to perform the necessary tests and 
examinations specified by the contract and to furnish the Government 
with the recorded results of these findings. ‘These records, plus the 
necessary verification tests and examinations, are used as the basis 
for Government acceptance. The first phase of the program involv- 
ing mandatory contractor testing has been in effect for over a year. 
This has resulted in a decrease in laboratory test failures for com- 

nents and end items, from a high of 25 percent before the program 
bien, to virtual elimination, thereby decreasing the risk of sub- 
standard items entering the military supply system. 

Mr. Hortrrerp. I think this isa snesdebie program, too, because there 
is no reason in the world why the Government or the public should 
be victimized on substandard qualities of anything. 

For that reason I have supported the Wool Labeling Act, the 
Pure Food and Drug Act, and other acts which have been passed 
to protect the public from fraudulent merchandise of different kinds. 

I see no reason at all why, in the buying of cloth, that the manu- 
facturers of that cloth should not be forced to make to specification, 
just the same as the makers of any other type of article should be 
held to certain quality standards. I think it should.be properly at 
the point of manufacture. 

General Anprerson. As a final quality safeguard the agency 
conducts procurement quality verification checks at the six principal 
receiving depots to insure that substandard items do not enter the 
supply system. These checks serve as the basis for instituting action 
under the warranty clause where any shipment of substandard quality 
is determined to have been made. We feel that this warranty clause 
serves as an effective deterrent against shipment of nonconforming 
supplies by the marginal producer. 

Recent action by the Air Force in effecting a change in their inspec- 
tion policy is a direct reflection of Agency efforts to provide high 
quality items to its service customers. Prior to January 1959, the 
Air Force accomplished 100 percent inspection of incoming uniform 
clothing items. This program was discontinued in January 1959, 
based on an Air Force study which revealed the high quality of 
items received from M.C. & T.S.A. 
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In summary, we have modernized our procurement methods with 
greatly increased efficiency. Through modern procurement method 
we are meeting the basic procurement objective which is timely 
supply of desired quality. , 

It is difficult to express our progress in terms of dollars but a single 
prudent and timely decision in supply management and particularly 
in purchasing can save the Government a considerable amount of 
money. 

A combination of wise decisions and increased overall purchasing 
efficiency can reflect savings of a staggering amount. In fiscal yey | 
1958 our actual procurement expenditures were $40 million less than 
was originally anticipated. It is significant that this saving yy 
effected while the cost of living index was progressively increasing, 


GAO REPORT 


I would like to digress from my prepared statement for a moment, 
sir, to close out the business on procurement to invite your attention 
to the report to Congress by the Comptroller on our procurement 
activities which reviewed our implementation of your recommends. 
tions. 

In the letter of transmittal we find the most glowing terms that the 
General Accounting Office ever uses: 


“We found that considerable progress had been made in improving 


controls, although we identified several areas requiring further 
improvement.” 


They do not normally go much further than that in praising one, | 


Mr. Horxiirtecp. We have that letter here from the Comptroller | 
General, and I think we will put the whole thing in the record, | 
because it does give you credit for improving your controls, 

(The letter from the Comptroller General, referred to, is included 
in appendix F, p. 599.) 


Mr. Hottrievp. One of the interesting parts of this letter is: 


While this report does not contain any recommendations to the Congress, 
we believe that it will be of interest to the Congress, particularly in a matte 
relating to the award of contracts to small business firms which resulted, in 
many instances, in small business firms taking unfair advantage of other small 
business firms under contracts set aside in part for small business. Our findings 
are summarized on page 6 of the report. 


So this letter gets into the very point that I was considering a fev | 


minutes ago. 

General ANDERSON. Yes, sir; the token bid. 

Mr. Horirtetp. There is a legitimate concern for small busines, 
but it does not extend to the part of giving small business the oppor 
tunity to perform in any other than an honorable way. 

When they get to the point where they are taking unfair advanta 
of other small business, why, then, you are tearing down the whole’ 
structure of a quality procurement program. 

General Anperson. Yes, sir. 

I have also had a letter, which I received Friday, unsolicited. Thes 
people could not have known I was going to appear here today. | 
would like to read a paragraph from it, if I may. 

Mr. Horarretp. It will be all right if you will submit the whdk 
letter for the record. 
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General Anperson. All right, sir. This is from Miller Bros. Hat 
Co., Inc., in New York, who, by the way, are one of our better hat 
producers : 


It might be appropriate at this time for us to offer a comment regarding the 
handling of Government procurement by the Military Clothing and Textile Sup- 
ply Agency in Philadelphia. 

Since we had been manufacturing for the armed services, and that dates back 
to the start of World War II, when we received the Certificate of Merit for 
Achievement, we had never been more keenly aware of the good, commonsense 
and sound business practices exercised by a procurement agency. There seems 
to be a new insight into the mutual problems and relations between the procur- 
ing agency and the manufacturer. 

It seems to me almost incredible that such a drastic change could have taken 
place in such a short period of several years. That is not to say that we agree 
with all decisions, but even disagreeing, we are nevertheless constantly aware 
and convinced of the reasonableness and fairness of your agency’s decisions. It 
js my personal opinion that you, and your organization, are indeed to be highly 
commended. We have been in direct contact, most often, with Mr. George Ele- 
fant, the contracting officer, and have found him to be most astute and able. It 
has been a happy relationship, as most often is the case, when each party knows, 
and understands, his job and tries to perform it conscientiously and to the best 
of his ability. 


(The letter above referred to, in its entirety, is as follows:) 


MILLER Bros. Hart Co., INc., 

New York, N.Y., May 20, 1959. 
WEBSTER ANDERSON, 

Major General, USA, Executive Director, Military Clothing and Tecxtile Supply 
Agency, Philadelphia, Pa. 

Deak Sir: This will acknowledge, with appreciation, receipt of your letter 
dated May 14 in connection with the award to us of Contract No. DA-36—243- 
QM(CTM)-4188, OI-1637—C—59, for 304,962 Navy hats. 

We are indeed pleased to note that our many past performances in producing 
for the armed services have not gone unneticed. In contracting with the armed 
services, it is, and has always been, our company policy to produce the best 
possible product, at a reasonable price, giving greater-than-average attention 
to factors such as service, delivery requirements, and the detail obligations we 
had undertaken upon acceptance of any specific contract. Needless to say, your 
letter was greatly appreciated. 

It might be appropriate at this time for us to offer a comment regarding the 
handling of procurements by the Military Clothing and Textile Supply Agency 
in Philadelphia. Since we have been manufacturing for the armed services, 
and that dates back to the start of World War II, when we received the Cer- 
tificate of Merit for Achievement, we have never been more keenly aware of 
the good commonsense and sound business practices exercised by a procure- 
ment agency. There seems to be a new insight into the mutual problems and 
relations between the procuring agency and the manufacturer. It seems to us, 
almost incredible that such a drastic change could have taken place in such a 
short period of several years. That is not to say that we agree with all deci- 
sions, but even disagreeing, we are nevertheless constantly aware, and con- 
vinced, of the reasonableness and fairness of your agency’s decisions. It is my 
personal opinion that you, and your organization, are indeed to be highly com- 
mended. We have been in direct contact, most often, with Mr. George Elefant, 
the contracting officer, and have found him to be most astute and able. It 
has been a happy relationship, as most often is the case, when each party knows, 


and understands, his job and tries to perform it conscientiously and to the best 
of his ability. 


Sincerely yours, 
Isaac A. MILLER, President. 
General Anverson. The last of our four basic objectives is to ener- 
gize the standardization program. 
Due to the distinctiveness of service uniforms and insignia, the 
agency will probably never achieve as high a percentage of identical 
items as the other single manager commodity areas. 


Chart 11 of this presentation has been eliminated today. 
(Chart 12 follows :) 
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CHART 12 
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STOCK AMUMBER COMMONALITY 
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Stock Number Commonality (C. & T.): This chart reflects the 
rogress made in increasing the use of items among the services. 
ross items (43,910 FSN’s) inherited from the services have been 
reduced to 33,664 F'SN’s through the efforts of this agency. The top 
rtion of the chart also reflects the increase in multiple users from 
3 976 to 7,086, an increase of 78 percent. 
"The lower portion of chart “Multiple User Items” depicts the com- 
ition and progress to date in increasing multiple users. This sig- 
nifies the steady progress we are making in the single manager’s ob- 
jective of standardizing usage by increasing the number of multiple 
users, thus decreasing the number of items in the supply system. 

Mr. Houirretp. You have gone up from 12 to 21 percent. 

General ANDERSON. Yes, sir. 

Mr. HouirreLtp. What is the hatched area ? 

General Anperson. The lower blue part is two-user items, The 
dotted part is three-user items, and the dark blue on top is four-user 
items. , 

Mr. Houirtevp. It looks like some progress. 

General ANperson. Yes. I previously mentioned that we have re- 
duced the number of stock numbers by 10,246. Remember that for 
each item or stock number carried in inventory, there are many ad- 
ministrative and physical actions involved, which run into every aspect 
and phase of supply management activities, such as requisitioning, 
stock control, procurement, storage and handling, and the many rec- 
ords maintained at each level within the military supply structure. 

The combining of inventories and the elimination of stock numbers - 
under single managership has thus effected a substantial saving in 
administrative costs, although no accurate figure can be placed thereon. 

To a large degree, the encouraging progress of the agency in the 
area of standardization is due to the wholehearted support and co- 
operation of the military services. . 

Examples of savings realized through service teamwork are found 
in the adoption of the common shoe last for service dress shoe, and 
acceptance of the “Army Work Uniform” by the Air Force. Pro- 
curement of the common shoe last by the agency will result in a sav- 
ings of close to $2.7 million over the next 4 years. Adoption of the 
“Army Work Uniform” by the Air Force has resulted in an annual 
savings of $3 million to the agency. Additional savings and benefits 
accrue to the Air Force and to enlisted Air Force personnel through 
reduced cost of the item. 

We are currently working on two additional standardization proj- 
ects. The first is standardization of parts and components used in all 
standard end items. The purpose, of course, is to reduce the number 
of different components used in the manufacture of clothing. Reduc- 
tion in the parts and components making up end items will do much 
toexpedite manufacture, delivery, and reduce cost-to-buy. 

(Chart 13 appears on p. 116.) 

The second project is standardization of patterns and specifications. 
Here we have recognized that many individual items of the services 
actually have identical use, except for the distinctive color required. 
This chart shows the very minor differences in patterns of shirts used 
by the four services. 
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Accordingly, a proposed single pattern for the service dress shirt 
has been developed and presented to the services. Initial reaction 
from the respective service uniform boards has been most favorable. 

This type of coordinated action with the military services is being 
expanded by the agency to include other items, with the objective 
of achieving Maximum, standardization in this area. Benefits from 
this program are uniformity of style, lower maintenance costs for 

atterns and specifications, greater industry responsiveness at reduced 
cost and simplified inspection requirements. 

Achievements against these four objectives have resulted in consoli- 
dation of assets, particularly common-use items and substitutes, and 

rmitted more complete utilization of stocks on hand. 

Agency operations, to date, reflect savings of approximately $22 
million in this area. In turn, consolidation has direct application 
through reduced inventories. As an example, for fiscal year 1959, 
purchases of only $166.5 million have been projected to meet estimated 
sales to the services totaling $333.5 million. 

Another consideration is “reaction of the single manager system in 
an emergency.” During the Lebanon crisis with the troops of four 
services working toward the Mideast, our clothing agency successfully 
met service demands within the short deadlines imposed. 

In conclusion, I would like to point out that the clothing agency is 
but a part of the system, which brings clothing and equipment from 
the manufacturer to the ultimate user. Other essential parts of the 
system are the clothing retail centers of the services located within the 
agency at the Philadelphia Quartermaster Depot, and the clothing 
stores, supply rooms, and supply ships of the services with which the 
agency works intimately through its liaison personnel. A1] these ele- 
ments must work in close coordination and harmony if the system is to 
be effective. The single manager system for clothing has achieved 
this unity. 

Mrs. GrirrirHs. How soon do you leave, General Anderson ? 

General Anperson. I have been here 4 years. I don’t know. If 
you can answer that question 

Mrs. Grirrirus. I think it is too bad that they keep moving every- 
one around. I think that is one of the reasons you have a difficult 
situation in all of these procurement fields. 





STANDARDIZATION PROGRAM 


Mr. Hourrtevp. I think this standardization program is important. 
We have been looking for a long time for something along this line. 
We have been very much interested, as you know, in the identification 
program, in the Federal cataloging—— 

General ANDERSON (interrupting). Yes, indeed. 

Mr. Horirrerp (continuing). And we are even more interested in 
standardization. 

_ While I think they have made good progress, in general, in the 
identification of items and in giving them a common nomenclature, I 
think there is a great deal yet to be done, and I am not just speaking 
of clothing now, I am speaking of all the commodity areas. : 

Standardization is the next big field, it seems to me, where there is 
a tremendous amount of potential savings. As I read your report, it 
seems almost too optimistic to be true, and I am wondering if you are 
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not carried away with your own enthusiasm, if all of this is really ag 
good as it sounds. Iam hoping it is as good as it sounds. F 

q AY aw y re € 16 * 

_ General Anperson. We have made very substantial progress, ther 
is no question about it. 


INVENTORY REDUCTION 


Mr. Houirrevp. For instance, you say over here: 


As an example, for fiscal 1959 purchases of only $166.5 million has been pro- 
jected to meet estimated sales to the services totaling $333 million. 

You don’t mean to indicate by that that you have saved the dif. 
ference, do you? 

General ANprErson. Yes, sir. 

I don’t mean that we have saved the difference. The difference has 
come out of inventories that we took over, long stocks, excesses, 

Mr. Horirtevp. In other words, you have cut your inventories down 
that much? 

General Anperson. That is right. 

Our inventories by the end of the next fiscal year will be down one. 
half billion dollars from where we started, half of that through opera. 
tion sales, and half of it through disposal procedures. 

Mr. Hotirretp. Disposal of 

General ANnpERSON. Excesses. 

Mr. Houtrtevtp. Of excesses ? 

General Anprerson. Yes, sir. Those figures are in our current 
budget. 

Mr. Ropacx. General Anderson, what is the nature of those other 
military clothing agencies that are located in Philadelphia ? 

General Anprerson. They are the agencies that manage the retail 
clothing systems. 

Mr. Rosack. Do they control the retail stock fund? Do they man- 
age the fund ? 

General Anprerson. They do, in varying degrees. Each one is not 
set up with the same authority. The Navy has its own stock fund. 
The Air Force does not. They are basically requirements people. 

Mr. Rosack. They are the ones who collate the component require- 
ments for the services? 

General AnpEerson. We get service requirements from them; that is 
right. 

Mr. Rosack. Are they small agencies or are they large? 

‘General Anprerson. They vary. The Air Force and the Navy are 
in the neighborhood of 50 or 60 people. The Army is about twice 
that size, but the Army has a great many other functions that the 
others don’t have. 

Mr. Rozacx. What I am trying to find out is whether they are of 
the type of duplicative functions that are supposed to be eliminated. 

General Anprrson. No; they are not. They are the residual. 
When we took over and the other services lost these functions, they 
are the residuals of those offices that we assumed the mission from. 

Mr. Ho.irretp. We will have to suspend for a few minutes to go to 
vote on the appropriations bill. If you gentlemen will stand by, we 
will be back shortly. 

(Short recess. ) 

Mr. Horteretp. The subcommittee will be in order. 
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QUALIFIED BIDDERS’ LIST 


Mr. Ropack. General Anderson, you adverted in your statement 
to problems of the Small Business Administration. Now, you are in 
the process of setting up a qualified bidders’ list. be yg 

Is it not the case that the Small Business Administration is con- 
cerned that the use of a qualiien bidders’ list will possibly exclude 

iness participants ? 
oy Anenson. That is what they say. They are afraid that 
we are encroaching on their authority in the field of capacity and 
=> Rosack. Is that what you have reference to. in your state- 
ment? Was it in connection with the small bidders’—the qualified 
bidders’ list, rather? __ : 

General ANperson. No. I was speaking across the board in that 

ent, 
Tr Rosack. Across the board ¢ 

General Anperson. In qualifying a manufacturer, we do look at 
his capacity and credit for doing business. 

In the area of credit, we don’t say how much does he have, but does 
he have good credit. In the area of capacity, if he has a plant, that 
isall that we require. 

Now, Small Business doesn’t become involved until we have a specific 
procurement, with a specific quantity and delivery schedule. At that 
point if the man is on the qualified manufacturers’ list; we still go 
tosmall business for a certificate of competency on capacity and credit, 
because then they are related to a specific procurement, so that we 
feel that we are not encroaching on small business. 

We wouldn’t throw a person out for lack of credit or capacity. We 
wouldn't reject them from the qualified manufacturers’ list for capac- 
ity or credit. 

“Mr. Rosack. Have you established the list for the manufacturers 
of the utility clothing ? 

General ANDERSON. That is being established now. It will be out 
the Ist of July. 

Mr. Rosack. What is the problem of selection there? Do you 
have a problem as to whether some of your most important manu- 
facturers, contractors, with not very good records of performance as 
far as delinquency and such matters go, nevertheless are big factors 
inthis business? Are they all going to be in? 

General ANpERsoN. With reference to the time that we are tak- 
ing, on the quality list we had the applications in, I think, on the 
lst of Sepetember, and it took us until the 1st of February to evalu- 
ate that list. That is due to the thoroughness with which we went 
into each application. 

Mr. Rosack. Are you holding hearings for those rejected appli- 
cants who want to make an appeal ? 

General Anperson. If a person fails to make the list, he is notified 


| and given the reasons therefor. He can come back the next day with 


additional evidence to prove that either he has corrected his deficiency 
orthat we may have misevaluated. 


Mr. Rorack. Are any bidders put on the list on probation ? 
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General Anprrson. No, but we will review that list annually one 
it is established, for the purpose of taking off people who may not | 
have lived up to expectations. 

Mr. Ropack. When do you say that that list will be completed? 

General ANnprrson. The utility list is scheduled for publication o 
the ist of July. The semiquality was published, I believe, the 1g¢ of 
April or the 1st of May. 

Mr. Houirirep. That can’t be a permanent list; it is a list Subject 
to change? 

General ANpERSON. Yes, sir. 

Mr. Howtrretp. Subject to removal and addition, is it not, General! 

General Anperson. That is right. 

Mrs. Grirrirus. That is, those people who have, up to date, indi. 
cated a willingness to bid; would that be really what it is? . 

General Anpmrson. I really don’t know. 

I think a great many people have simply applied to get on the lig 
I don’t know whether they are going to bid, or not. 

Hart, Schaffner & Marx, for instance, hasn’t done any business with 
us for a long time, but they have applied for the quality list. Whether 
they will bid or not remains to be seen. We are hoping they will, 

Mrs. Grirrirus. Then if no one—if a person has not bid, you can. 
not really judge them on quality, can you, General? f 

General Anperson. If a person has not made military garments, 
we examine his normal civilian business, and if he is producing a gar. _ 
ment of the same quality, we have to pass judgment on that. 

Mr. Ho.irrexp. There is no doubt that well-known firms like Hart, 
Schaffner & Marx, Kuppenheimer, the Three G’s, and people like that 
are the top people in the United States in the manufacture of men’ 
clothing; there is no doubt that they can make uniforms? 

General Anperson. That’s right. 

Mr. Horirrevp. If they want to. But they have been more or les 
discouraged from getting into this field because they have had to, 
compete in many instances with firms that cut corners and submitted 
different grades of work, a poorer grade of work. 

That is one of the reasons why, I think, in talking to some of the 
bigger companies, they have indicated that. 

Of course, I think another thing is that they have geared their op- 
eration on a steady operational basis, and they are not willing to go 
into this hazard of peak and valley operations. 

General Anprerson. That’s right. 

Mr. Hortrtetp. Which the occasional contractor goes into. 

General Anperson. That is right. 


BAILMENT BONDS 


Mr. Ropack. What are the requirements on this bailment program! | 
What does the contractor have to put down ? 

General Anperson. His bond is 50 percent of the total bid price. | 

Mr. Rozack. Does he buy the material in advance, in effect! 

General Anprrson. No, he actually doesn’t buy the material, be 
cause, by law, we cannot sell Government material. In effect he 
does buy it, because he tells us when he wants the shipment, he ef 
vides the transportation for it and is responsible for it, as though tt 
was his own. 
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Mr. Hotrrep. Yes; it ison aconsignment basis. 

General Anverson. It is really a consignment; that is right. 

Mr. Rosack. What I wanted to be clear about was this matter of 
whether there is a commitment of funds in advance on his part, 
because we have some complaints, Mr. Chairman, from small busi- 
ness people that they couldn’t afford to commit funds in advance, 
and therefore they would be adversely affected. 

General ANpeRSON. When we started out with this program 2 years 
ago next fall, it was a cash bailment. It wasn’t anywhere near that 
yantity of money. There were a few manufacturers who liked it. 
They ap arently had the cash resources. 

But if you recall, credit was very tight that fall, and that only 
lasted a month before we went to the bond bailment. But they don’t 
have to put up any cash now except to the surety company. 

Mr. Rosacx. Do you suppose that the cost of the bond as reflected 
in their bid price might be less than the cost of the interest on the 
money ! : 

General ANvERsON. That is an item that we are going to try to 
study and give you figures on. Mrs. Griffiths asked about that. 

Mrs. Grirrirus. Do you have material in Philadelphia, and then 
do you send it from there or from the place where it 1s produced ? 

General ANDERSON. Generally, we have it in our depots. We have 
some in Philadelphia, some in Richmond, some in Memphis, some in 
Atlanta. We try to store it either near the source of material or 
near the center of manufacture of garments. 

Mr. Houirietp. Speaking of the principle of requiring responsibil- 
ity on the part of any consignee of Government materials, I think 
that is very sound. I know in private business you would not con- 
sign $100,000 worth of material to a manufacturer without some type 
of security on that material from the standpoint of fraud, from the 
standpoint of fire, theft, or any other thing that might happen to a 
substantial investment. 

No private businessman would turn over valuable materials to any- 
one without taking prudent steps to see that he didn’t suffer a loss. 
Even though it might involve some extra expenses, I think you have 
got to consider that, the same as you consider insurance or any other 
costs of doing business. 

General Anprrson. In that connection, we have been trying to get 
authority from Congress to let us sell this material. We would not 
necessarily use that authority now, but if we had it, if the situation 
arose, that might be very valuable for us. 

Mr. Hottrretp. I am not so sure that your point isn’t being covered 
by having an adequate surety bond. There again, I would want to 
evaluate the cost of the bond in relation to the cost of interest. And 
even assuming they were the same, it is sometimes easier for a person 
to make a bond for $200,000—if he has a good reputation, and he 
has a physical plant, and background of responsible business trans- 
actions, and meeting his obligations—than it is to borrow that much 
in cash, 

General Anperson. Yes, sir. Under the cash bailment system, of 
course, with ownership remaining with the Government, the con- 
tractor could not use the material as collateral for the loan. 

Mr. Houirretp. That is true. 
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General Anverson. Now, if we could sell it to him and he could yy 


the material as collateral 

Mr. Houtrrevp. That is true; but so many of your bidders, mig}; 
have the capacity to do the work, the machinery, and the skills, by 
they might not have the amount of cash that is involved. 

General ANperson. That is right. 

Mr. Hotirretp. In a big contract, a million-dollar contract on cloth. 
ing, for instance, why, your material would roughly run maybe 9 
to 30 percent. 

General Anperson. That is very true. 

Mr. Houtrrerp. And the other costs would run about 70 percent, 

General ANperson. On the other hand, we have a great many eon. 
tracts that may involve $25 or $30 worth of Government-furnished 
material, and they go through all the rigmarole of bonding and al], 
which is expensive. 





Mr. Hotirrevp. It might be all right if you had a ceiling you could . 


work under, or a floor that you could work from. 

Mrs. Grirrirus. If you could sell the material to him, you would 
reduce the waste, unless he could buy the material from you mor 
cheaply than he could buy it elsewhere; is that right ? 

General ANprERSON. Yes. 


COORDINATION BEFORE MC & TSA 


Mr. Rosax. General Anderson, what was the situation in the Air 
Force before the single manager was established ? 

General ANperson. The Quartermaster was procuring for the Air 
Force. 

Mr. Rosax. They were procuring; but was the Air Force storing 
its own clothing ? 

General Anperson. Yes; all of the procurement was sent to an Air 


Force depot, shipped to the Air Force depot. They had supply man. , 


agement, storage and issue responsibility. 

Mr. Ropax. And were any Air Force clothing depots disestablished 
when this agency was set up ? 

General Anperson. The Air Force had their clothing at Shelby, in 
Ohio, and Maywood, in Los Angeles. We are moving all our ms- 
terial out of both places, and both of those depots will be closed within 
the next year or so. 


Now, I think Maywood will be this calendar year. We can’t take | 


credit for clothing the depots, but our getting out has facilitated the 
closing of the depots. 

Mr. Rowax. Was there a period when this clothing and textile pro 
curement function, when this procurement agency, was disestablished 
or phased out? I am talking about the agency and its predecessor. 

General Anprerson. The ASTAPA; the joint ASTAPA—— 

Mr. Ronax. Armed Services Textile Procurement Agency, or some 
thing like that? 

General Anperson. Yes. 

Now, what was the question ? 

Mr. Ronax. Was there a period preceding the establishment of the 
single management agency when it was completely disestablished! 
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General ANperson. Yes; ASTAPA was begun, I think, in 1952, and 
closed in 1953, and the Agency didn’t come along, I think, until 1956. 

Mr. Rosack. In that interval, were you still procuring clothing for 
the Air Force ? . 

General ANDERSON. Yes; on a MIPR basis. 

Mr. Dantin. Was there any carrying-over experience at all from 
the ASTAPA? Was the Army able to benefit from its experiences? 

General AnpersON. I think the Department of Defense benefited. 
I think the weaknesses of ASTAPA were all corrected in the single 
manager concept. ae 

Those weaknesses, first, the director of ASTAPA had epee 
and no authority. The authority was held in the Board of Directors 
in Washington, each one with veto power, so that nothing could be 
done. There was no one to make the decision. That has been 
changed. I have complete authority within the chain of command. 

Also, the services were to support ASTAPA on some prorota basis 
moneywise. That always led to difficulty. And, as you may recall, 
it was in an effort to budget the Navy portion of that, that ASTAPA 
was killed. The last paragraph of the appropriation act said that 
nomoney would be used for further supporting ASTAPA. 

With the Agency, the Army is charged with responsibility for sup- 
porting us administratively. 


MOBILIZATION ROLE OF MC & TSA 


Mr. Danurn. General, one of the major improvements, then, in ad- 
ministration is this additional authority in the single manager assign- 
ment. 

This enabled you to take over and reduce the number of inventory 
control points from 58 to 13, as you have testified. Would you have 
to increase for wartime operations into essentially the same scale of 
operations ? 

General AnpERsON. We would have to increase our staff, yes. 

Mr. Dantrn. Not just your staff; would you take back those 

? 


depots 
"Ganetal Anpverson. At the present time, I think there is enough 
space in the depot system, DOD depot system, to meet our space re- 
quirements for certainly the first few months of mobilization. 
Mr. Dautin. General, does your Agency have the responsibility for 
emergency _———e as well as peacetime operation ? 
General ANpERsoN. Yes. 
Mr. Dantin. You make your own plans as to what will be required ? 
General ANpERsoN. That is right. 
Mr. Dauttn. Do you have any direct coordination with OCDM or 
any other agencies outside of the military ? 
neral AnpERSON. No, not directly. That is done through the 
Quartermaster General here in Washington. 
Mr. Dantin. And you have no informational contact. You are not 
kept informed as to the status of any arrangements that may be made 
for emergencies, or information that goes into the planning of emer- 
gency situations ? 
neral Anprerson. I am unaware of such plans. My planning 
people may have that information. I am unaware of it. 
41742599 
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DUCK AND WEBBING POOL 


Mr. Dautin. Is the Duck and Webbing Pool still a problem fo, 
your area? 

General Anperson. Yes, it is going to be for some time. 

Mr. Daunurn. The present magnitude of the problem is—— 

Mr. Rozacx. What is the nature of the problem? Let the recon] 
show it. 

General Anprrson. Well, it was in the early 1950's that they set y 
this Department of Defense Duck and Webbing Pool, and it was 
capitalized at about $200 million. That was based on the estimated 
mobilization reserve requirements for Duck and Webbing, for which 
as you know the manufacturing capacity of the country is quite lim. 
ited, and the requirements of the military are quite vast for tentage 
and webbing of all kinds. 

The pool had been build up to that $200 million when we took 
over. 

Now, changing mobilization requirements have reduced the need 
for all of this, so that we are now in an excess position. 

Mr. Rosack. Trying to get rid of it? 

General ANpERSON. Yes. 

Mr. Rosackx. What is the magnitude of your excess dollarwise? 

General ANnperson. At one time it was $35 million, but I dont 
know whether that is the latest figure or not. It is a lot of duck and 
webbing. It is more than could be put on the market all at one time 
without ruining the present civilian 

Mr. Hottrtevp. In other words, that was one case where you turned 
on the faucet and left it on too long? 

Mr. Rozpack. Water off a duck’s back. 

General Anperson. It was all done before my day so I don’t want 
to cast any stones at anyone, sir. 

Mr. Rosacx. Who had jurisdiction of the pool before the single 
manager ? 

General AnpEerson. It was under the quartermaster general. 

Mr. Dautin. Is that pool a complication in your stock funding at 
the present time? Is that included under your stock funding? 

General Anperson. Yes, it is. The Duck and Webbing Pool as 
such has been dissolved. 

Mr. Daun. It is capitalized. 

General ANDERSON. Capitalined in my stock fund, yes. 

Mr. Dauntrn. At a discounted rate? 

General Anperson. Standard price. 

Mr. Houirretp. You might submit for the record the amount of 
that that is still in stock, General. 

General Anperson. All right, sir. 

Mr. Ho.irretp. So we can have it and we shall see how much you 
have reduced it from what it was before. 

(The following information was supplied for the record :) 

As of September 30, 1956, the Army had turned over $207.1 million in duck 
and webbing to M.C. & T.S.A.; subsequent capitalization of stocks from other 


services increased this figure of $218.5. An inventory as of March 31, 1959, re 


veals stocks of duck and webbing in the amount of $188.1 million still in the 
hands of M.C. & T.S.A. 
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General ANDERSON. We have sold some to the Post Office Depart- 
ment for making mail bags and we have made brochures which we 
have distributed to all departments of Government, to the procure- 
ment agencies, SO that they could know what we have. 

We have reduced prices on some of this stuff in order to try to move 
it. ith its 

JOINT REGULATIONS 
Mr. DaHLin. General, has the agency published standard single 
ager regulations ¢ 
Peers] Tai. We have a set of regulations that stem from 
DOD approval, and they are published as joint regulations, Army, 
Navy, Air Force, and Marine Corps. cm 

Mr. Danii. Did you run into any complications in setting up 
standard regulations among the three departments, sir? 

General ANDERSON. Yes, sir. 

As an example, we have been working on a catalog regulation for 3 
years, and just before last week we had a final version approved. | 

Mr. Rosack. What was the problem there as between the services ? 

General ANperson. A problem as to how the document was to be 
used. The services have their own stock lists that were used at the 
retail level, and they did not want our huge catalogs, the catalog is 
about so thick. The Navy, for instance, did not want to have to put 
this document in a submarine. Space is just at a premium. So there 
was a question of whether the services could publish their own, taking 
their peculiar items out of our stock list. That has all been resolved 
now and they will have their own for local use and have ours for 
wholesale and retail use. 

Mr. Houirtevp. I think that has been done in other fields, too. 

I see no reason why the whole Federal catalog should necessarily 
be carried in a submarine when a submarine has only a limited number 
of parts. bi ss 

Mr. Dautin. General, your responsibility extends to the continental 
United States. Has the addition of Alaska and Hawaii as States made 
any difference in your assignment or in your thinking about the 
problem ? 

General ANDERSON. No, we ship to the units over there just as we 
do to units here in this country or Germany. 

Mr. Danttn. So there is no centralization in those areas? 


REQUIREMENTS COMPUTATION 


General ANprerson. No. 


Mr. Danuin. I believe you indicated earlier that the computation 
of requirements of the services is carried on in three offices located 
on the same premises. Are you kept completely informed of the com- 
putation methods, or of any differences in the formulas or computa- 
tion methods used for the different services? 

General Anerson. We are in constant touch with that. I have 
wy different feelings about requirements than some people connected 
with a single manager. I feel that it is my responsibility to determine 
requirements, because in the end it is my responsibility to furnish the 
item when the service demands it. So I take the best information 
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available and determine the quantity I am going to buy. The 
information now for most items comes from the service itself. 


would hope then as the years go by that the demand data which | | 


develop will be the basis for my requirements. 

Mr. Danuin. You want to create a little feedback ? 

General ANpErson. Yes, sir. 

Mr. Daun. Are you aware of differences in the computation 
methods at present ? 

General Anperson. I wouldn’t want to comment. 


' 


I am not familiar with the details so I would not want to comment | 


on that. 

Mr. Danuin. You are furnished the information, but you don} 
necessarily get into—— 

General Anperson. My people get into it, particularly when we 
suspect a requirement is poor. They would get into the method of 
computation. 

Mr. Dautin. So you feel at present that you would be inclined ty 
try to bring about any necessary changes in the methods of computi 
requirements, and that this is an essential part of a single managers 
function if it is to be properly carried out. 

General Anperson. If I develop an excess it is not the Army’s neck 
or the Navy’s neck. It is mine. Or if I don’t have the supplies when 
the Air Force wants them, whether they have given me a proper r- 
quirement or not it is still my failure. 

Mr. Rosack. Is it your position, sir, that if you are to do an efficient 


job not only of procurement but of distribution and redistribution of | 


assets, that you have to do more than simply accept the net bills of re- 
quirements from the using services ? 
General Anprerson. That’s right. 


Mr. Rosack. Now you have todo more. You have to, you believe, 


in effect determine the requirements of the using services? 

General Anperson. We anticipate that within a period of a very 
few years we will compute service requirements for them and give 
them to them for validation. 


RETAIL STOCK MANAGEMENT 


Mr. Rozack. And will it be or is it now the function of your office, 
your Agency, to go behind requirements in terms of ascertaining, for 
example, what the physical assets are? 

Do you send inspection teams to posts, camps, and stations? 

General Anprrson. No, we don’t want to get into the management 
of stocks at that level. That would inject us into the Navy-Air Force 
business. 

Mr. Hotirretp. But do you force them to give to you, or do you re 
quest them to give to you, their inventory levels in the posts, camps, 
and stations of these items when they send in a requirement? 

General Anperson. No, sir. 

Mr. Horirietp. Now let me tell you a little experience we had. I 
think this is before you came into the program. It was in the year 
following the ending of the war as I remember it, and there was some- 
thing like—and this is again from memory—something like two mil- 
lion heavy overcoats that were on hand. 
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In order to meet a June 30 deadline on the expenditure of funds, 
the Army stepped out and bought $60 million worth of overcoats. 

They bought a million new overcoats, notwithstanding the fact that 
the war was over and they had them stocked up in every post, camp, 
and station in the world, not only in the United States but in the 
world, and they also had millions of them being turned in by de- 
mobilized soldiers. Notwithstanding all of this, they stepped out and 
bought $60 million worth of new overcoats. Unless you have control, 
or at least knowledge, of the background of supplies in posts, camps, 
and stations, I don’t see how you can exercise any control over re- 

uirements, , 

General ANpeRsSON. The stocks at posts, camps, and stations have 
been quite radically reduced. 

Mr. Hourrrerp. That is true. 

General AnpersoN. We have knowledge of excesses that are de- 
cared. They are passed through our office. So to that extent, we do 
not know what is excess. 

Mr. Horirmip. Then it narrows down to the judgment of the using 
agency as to whether they have declared excess in the proper amount 

not? 

"Gamavel Anperson. There again the stock fund is a control on that, 
because if a particular situation in a station is allowed $5 million 
worth of inventory to manage its business, $5 million of capital, both 
cash and inventory, and he is overstocked on inventory, he has not got 
cash to buy from us. 

Mr. Horirreip. Those controls, then, exist; they didn’t exist at the 
time we examined this situation. 

General ANperson: They do now and they are applied with varying 
degrees of success in the different services. 

r. Ropack. It would seem to follow, Mr. Chairman, if General 
Anderson thinks it is necessary to determine requirements to do a job 
well, that he would also have to have the power to inspect as to waste- 
ful use of resources. But in any event, isn’t it the case that your reluc- 
tance is grounded on the fact that you are in one service and you don’t 
want to go into another service’s station and tell them what to do? 

General ANDERSON. There would be the same objection for me to do 
it within the Army. 

Mr. Rozacx. The point is this, General Anderson. The advantage 
in the single manager agency, as it has been represented to us, is that 
you take advantage of existing service facilities. But that also has 
disadvantages, because if you are a subordinate agency in the Army 
Quartermaster Corps, you are not in a very good position to tell the 
Navy what to do about its excess supplies. 

If you were, theoretically, a different agency or higher up or outside 
the particular service, let us say you were located in the Office of the 
Secretary of Defense, obviously you could send out your inspection 
team without any qualms. 

General AnpErson. My people visit all these stations constantly. 
These liaison people visit them at least twice a year, to help them wit 
their problems. 

Mr. Hoxirteip. Do they have access to their item inventories? 
General Anperson. I think they have access to anything they need. 
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Mr. Houirrevp. Let’s take the case of the Navy sending j In, for the bi 
ordinary short skivvy ‘aking so-called, a man’s unde rshirt. Tt woul = 7 
seem to me if you were to have any control over their gross inventory M 
that is their requirements, that you would have to know their grog 
inventory in camps, posts, and stations as well as the distributing : 
depots before you could exercise any judgment in procuring anothe t] 
million dollar’s worth of men’s undershirts, for instance. 

General Anprerson. That is true in a sense. But the Job—you seg 
we have about 1,500 retail customers. The job of adding up theinyg,, ™ 
tory—they all use the skivvy shirts. It isa common item. To addy 
the ireeniee y for 1,500 customers in drawing up a supply and demand | 
study would be a very monumental task. 

REQUIREMENTS COMPUTATION th 


Mr. Houirretp. Where is the judgment as to requirements exe. 
cised ? 

General Anprerson. That is in these retail centers and they arel.: 
cated at Philadelphia; they are the ones who are responsible for 
policing the retail outlets of their respective services. 

Mr. Rogack. In other words, each service has a head office that 
pulls together the local requirements? 

General Anprrson. That’s right. 

Mr. Houirtevp. And you really don’t go behind that requirement; ™ 
then ¢ 

General Anperson. No, not into retail levels. It is our intentio) | 
again as we develop this thing further to get stock status report fo 
from the serv ices, so that w hen we are going into a procurement we 
can check against those to see that there are not large excesses some. 
place that could be used. 

But as I pointed out in my statement, the job of pulling all th 
things together has been so tremendous and we still have details we 
have to lick to do just the wholesale job, that that is one of th 
refinements that will come. 

Mr. Houirtetp. So you know the stocks that are on hand inth 14 
distribution depots? 


General ANpeRson. Yes, sir. 2. 
Mr. Hortrrecp. But do you not know in the posts, camps, an 
stations ? Ey 


General ANnpErson. No, but ev entually we will know, and there i 
no reason why we can’t. The services will give us that informatio) 4, 

Mr. Hotrrimexp. Of course, the same objective could be obtainel 
by the right kind of regulations from each service to posts, camps 
and stations by establishing a reserve, and I suppose they do that. 

I hope they do that, a level for their reserve in each item. 

General Anprrson. The Bureau of the Budget does a pretty gool 
control job by keeping down the amount of funds available to the 
retail people. But if they buy an excess from us, they do suffer 
someplace else. 

RETAIL CONSUMPTION DATA 


Mr. Dautrn. General, along this same line, paragraph ILD: 
of the basic single manager directive of the DOD [see appendix 4) 
gives the single manager, that is the service Secretary, the respons: 
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bility for asking for summary stock status and consumption infor- 
mation at the retail level. Has this responsibility been passed down 
to you in an executive directive? 
eneral Awperson. It is our authority to do that but, as I say, 

we have not exercised it because at the moment we could not digest 
the information if we had it. 

Mr. Danurn. I just wanted to make clear what the status was. 

Going back to the emergency planning function, General, for a 
moment, you have reduced the inventory control points from 58 to 13. 

General Anperson. Those are storage points. 

Mr. Danii. Storage points? 

General ANDERSON. Yes. 
Mr. Danutn. Excuse me. 
the supply system to attack? 

General ANDERSON. Well, in a sense it has. 

Mr. Dantrn. Have you done an estimate to figure that out? 

General ANDERSON. In a sense it has but we feel that we still have 
ample dispersion of our stocks. 

Mr. Dantin. You have no protected storage at the present time? 

General Anperson. No. 

Mr. Danturn. That is all I have, Mr. Chairman. 

Mr. Hoxirrmetp. Any further questions? 

Thank you very much, General, for your presentation this after- 
noon. 

General ANpersoN. Thank you, sir. 

(The M.C. & T.S.A. reply to the subcommittee questionnaire 
follows :) 


Has this increased the vulnerability of 


REPLY TO QUESTIONNAIRE OF THB MILITARY OPERATIONS SUBCOM- 
COMMITTER OF THE HOUSE COMMITTEE ON GOVERNMENT OPERA- 
TIONS 


Prepared by the Executive Director, Military Clothing and Textile Supply 
Agency, May 1959 


Part I 
1. Name of agency 


Military Clothing and Textile Supply Agency. 
2. DOD directive chartering the agency 

Question. Have all functions assigned by the charter been assigned to the 
Executive Director? 


Answer. All functional responsibilities which DOD Directive 5160.15 of May 4, 
1956, designates for assignment to the operating agency have been assigned to 
the Executive Director, M.C. & T.S.A. 


8. Htecutive Director 


Webster Anderson, Major General, USA. 
Date of appointment: May 6, 1956. 
Prior assignments : 
July 1, 1956 to present date: Executive Director of the Military Clothing 
and Textile Supply Agency. 
June 1955 to present date: Commanding General of the Philadelphia 
Quartermaster Depot, Philadelphia, Pa. 
September 1953 to June 1955: Chief, Quartermaster Division, Headquar- 
ters, U.S. Army, Europe. 
February 1952 to September 1953: Deputy Chief, Quartermaster Divi- 
sion, Headquarters, U.S. Army, Europe. 
abn 1951 to February 1952: Chief, Operations Office, Logistics Division, 
ICOM. 
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July 1948 to July 1951: Member and Assistant Director of Joint Logis. | 
ties Plans Group, Joint Chiefs of Staff. 
August 1947 to July 1948: Student at the Industrial Colleg 


e 
Armed Forces, Fort McNair, Washington, D.C. Of the 


June 1946 to August 1947: Chief, fuel and lubricants branch, g 
Division, Office of the Quartermaster General, Washington, D.0. 7 4 

August 1945 to June 1946: Chief of Petroleum Division, G4, Gener! 
Headquarters, Armed Forces Pacific. 


December 1944 to August 1945: Army-Navy Staff College. 

September 1942 to December 1944: Deputy Chief and Chief of Oper, 
tions of Petroleum Section, Allied Force Headquarters in London ang North 
Africa, and Mediterranean Theater. 

1941-42: Motor Transport Division and Construction Division, OQMG 

1938 to 1941: Construction Division, Office of the Post Quartermaste 
U.S. Military Academy. 

1936-38: Instructor at the United States Military Academy. 

1933-36: Company officer, 35th Infantry, Schofield Barracks, Ta, 
(Instructor, West Point Prep School; battalion adjutant and motor trans 
portation officer). 

1932-33 : Student, Infantry School, tank course. 

1928-32: Company officer assignments, 2d Infantry, Fort Brady, Mic, 
(attended the Infantry School, Fort Benning, Ga., for 9 months). 

1924-28: Student, U.S. Military Academy. 

4. Brief history of Agency 

The Military Clothing & Textile Supply Agency was established by Depart: 
ment of the Army General Order No. 33 dated July 20, 1956, effective July 1, 
1956. The original organization of the M.C. & T.S.A., comprising the require 
ments and distribution division, purchasing division, and inspection division 
remains unchanged. Review of organization within these divisions hag bem 
accomplished on a continuing basis. 

The Agency was established at the Philadelphia Quartermaster Depot whic ’ 
was already purchasing and inspecting clothing and equipment for the Army 
and Air Force. An interim plan was developed for quickly assuming purchasix 
and inspection responsibilities of the Navy and Marine Corps. This was accon- 
plished effective September 1, 1956, for the Marine Corps, and January 1, 19%, 
for the Navy. 

The Agency assumed the remaining supply management responsibility for 
clothing and textiles on a progressive basis, completing these actions on June 30, 
1957. Total stocks capitalized from the four military services during the period 
September 1, 1956, when Army stocks were capitalized, through June 30, 1957, 
totaled $2,007,600,000. 

Question. Agency which preceded the single manager agency, if any. Differ. 
ence in authority and mission from prior agency. 

Answer. Prior to establishment of the single manager assignment for Clothing 
Textile Materiel (C. & T.M.) there was no single agency responsible for 
the range of functions and responsibilities currently assigned the M.C. & TSA. 
Each military department performed all basic C. & T.M. supply functions inde 
pendent of the other departments. However, the Army provided central pr 
curement and inspection support to the Air Force, through the medium of nili- 
tary interdepartmental purchase requests (MIPR’s). 


5. Extent of authority granted in relation to whole supply function as to thi 
commodity area 


Answer. The M.C. & T.S.A. has been assigned authority to perform the whole 
sale supply management tasks listed under the answer to organization except 
for items exempted under the provisions of joint regulation AR 32-105. 

Question. Is authority granted sufficient to improve management and lessel 
cost to the Government with respect to this commodity, on the basis of the 
Agency’s experience? 

Answer. Yes. 


6. Command channels from the Agency or executive director to the single mar 
ager: military, administrative, fiscal, working and management 
The executive director for C. & T.M. is responsible to the Secretary of the 
Army through the following prescribed channels: 
The Quartermaster General of the Army. 
Deputy Chief of Staff for Logistics, Department of the Army. 
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Assistant Secretary of the Army (Logistics). 
Question. Is the Agency’s place in the departmental organization appropriate 
to the task? 
Answer. Yes. . RS 
tion. Does the place in the organization of the department affect the 
authority of the executive director? Does it affect the Agency’s efficiency? 
Answer. No. 


1, Agency’s mission 

MC. & T.S.A.’s primary mission is to effectively and economically meet the 
wholesale supply support requirements of the military services for all O. & T.M. 
items designated by DOD Directive 5160.15. 


8. Agency’s actual task description 


Task description is same as for question 9, below. 
Question. Are operations entirely in the zone of interior or do they extend 
as? 

“eww. Cc. & T. supply management operations of the agency are limited to 
continental United States (CONUS), with the individual military services exer- 
cising responsibility for the retail operation which includes CONUS and oversea 
posts, camps and stations, bases and oversea depots. 

Question. Is the agency organized to operate efficiently in limited war con- 
itions? 
a Mobilization and emergency requirements have been a continuous 
consideration of the agency in the development of organization and procedures. 
Accordingly, the present agency organization, methods, and procedures provide 
an effective basis for operations in the event of limited war. 


9. Organization 


(Organization chart appears on p. 132) 

(a) Headquarters organization: Brief description of functions performed by 
each element or organization. 

(1) Requirements and distribution division: (a) Computes SM net require- 
ments for military clothing and textiles. 

(b) Develops contemplated programs of procurement, to implement require 
ments programs. 

(ec) Develops issue experience data, and provides advice and guidance to the 
military services in their application to retail net requirements determinations. 

(d) Initiates and monitors programs for the identification, cataloging, de- 
velopment, standardization of common-use clothing and textiles, and the elimi- 
nation of nonessential items from the supply system. 

(e) Develops and supervises a distribution system to issue clothing and tex- 
tiles in bulk quantity to the retail distribution level. 

(f) Operates a national inventory control point for efficient inventory 
management. 

(g) Provides for the disposal of clothing and textiles not required by the 
nilitary services. 

(h) Bstablishes and supervises programs for the maintenance and reclama- 
tion of military clothing and textiles. 

(i) Maintains financial status and analysis of all single manager stocks of 
clothing and textiles. 

(j) Provides traffic management advice, plans, and procedures in all areas of 
transportation affecting the procurement, distribution, and redistribution of 
clothing and textiles. 

(k) Determines and allocates from the annual procurement program that 
portion to be manufactured in military clothing factories. 

(2) Purchasing division: (a) Performs central purchasing of clothing and 
textile items scheduled for procurement on the C. & T. procurement program. 

(b) Maintains liaison with industry and the military services on purchasing 
policies and procurement matters. 

(e) Administers the priorities and allocations of critical materials. 

(d) Develops industrial mobilization plans and conducts industrial mobiliza- 
tion planning for the production of selected clothing and textile items to assure 
in time of mobilization the supply of such items adequate to meet the needs of 
the Armed Forces; arranges for the conducting of pliant facility surveys in 
connection with industrial mobilization planning. 
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(e) In coordination with requirements and distribution division, develops the 
annual C. & T. procurement program. . : 

f) Performs preaward surveys to determine plant capacity and financial 
responsibility of firms under consideration for award of Government contracts. 

(g) Makes small business joint determinations and setasides for labor surplus 
and distressed areas. a ; 

(h) Performs contract administration for all contracts placed by the agency 
to insure conformance with contract requirements. : . 1 : 

(i) Determines adequacy of packing and packaging specifications used in 
rocurement. . s : 

(j) Implements procurement policy; and recommends to higher authority 
changes to procurement policy. — 

(k) Establishes and maintains the property accounts on Government-fur- 
nished property in possession of contractors. 

(3) Inspection division: (a) Plans, organizes, and directs the procurement 
inspection program for assigned items. — ? 

(b) Implements procurement-inspection policy ; recommends changes to higher 

ity. 
Oe) Masateint liaison with industry and the military services on inspection 
policy and inspection matters. ' ; ; 

(d) Establishes, maintains, and promotes programs of scientific quality con- 
trol and quality assurance. 

(e) Assures avoidance of duplication of inspection with other governmental 
inspection activities. é 

(f) Designs, fabricates, and issues instruments, templates, and gages for 
standardization and simplification of inspection and examination. 

(g) Recommends to specification preparing agencies of respective military 
services (including Q.M. R. & E. command) any specification improvements dic- 
tated by procurement inspection or production needs. 

Question. Any personnel staffing problems? 

Answer. There are no current staffing problems. 

Question. Estimated number of personnel performing the functions the agency 
now performs prior to creation of the agency. 

Answer. Agency has never been able to ascertain this figure to its complete 
satisfaction. A very substantial effort was made at the time of agency creation 
in the “Staffing reappraisal for single manager assignment (C. & T.).” This effort 
was not conclusive, in the agency’s opinion, due to differences in procedures, 
terminology and concept between the military departments. It was not possible 
to make a one-for-one identification of identical functions since the single man- 
ager for clothing and textile material was the first single managership requiring 
the bringing together of all aspects of supply management, i.e. net requirements, 
determination, distribution, inventory control, cataloging, standardization, main- 
tenance, property disposal, central procurement, etc., which were previously 
performed independently by each of the military services. 

Question. Has the agency recommended abolishment of agency’s offices or 
personnel positions in the same or other service which have duplicated functions? 

Answer. The staffing reappraisal discussed above represented a substantial 
effort to identify functions and subfunctions being transferred to the agency by 
the services. The staffing reappraisal was submitted to OSD, and not only 
formed the basis for staffing of the agency, but provided a basis for review con- 
cerning possible duplicate functions. 

Question. If not, whose responsibility is it to make such recommendations? 

Answer. In addition to agency actions, continuing review is required at all 
levels concerned with or affected by the single manager assignment for clothing 
and textile material. 

Question. Has all such elimination of duplication been effected at this time? 

Answer. On the basis of information available to this agency, all duplicate 
functions identified to date have been eliminated. 

Question. Suborganization, if any. Personnel and other units of the same or 
other departments operating wholly or in part under the direction of the agency? 

Answer. Within the distribution system in support of the single manager for 
clothing and textile material there are storage depots which receive, store, and 
issue all clothing and textile material. In addition, there are stock control 
points (at Philadelphia, Utah, and Atlanta) that process requisitions. The 
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stock control points are operationally responsible to the Quartermaster Ge 
but are responsive to the requirements of the M.C. & T.S.A. The depots are 


under the command of the respective services, with Army depots responsible ty | 


TQMG, the Navy depot responsible to BUSANDA and the Marine Corps d 
reporting to the Quartermaster General, Marine Corps; however, with r 

to C. & T.M. stocks, the depots are responsive to the Executive Director, acting 
as his agent. 


10. State relationship with other single manager agencies and with headquarter, 
of other departments 


Answer. (1) The agency has entered into an agreement with the Military 
Medical Supply Agency to procure certain C. & T. type items under supply man 
agement control of MMSA. 

(2) Occasional contact is made at the Executive Director level with othe 
single managers for consideration of broad policy matters. 

(3) The Military Traffic Management Agency furnishes traffic management 
services. 

(4) Contact with the headquarters of the other military services is normally 
through the retail NICP’s of the respective services or through TQMG. 

Question. How are transactions arranged and funded between agencies? 

Answer. The administration costs of purchases for the MMSA are funded } 


the M.C. & T.S.A. while material and transportation costs are funded by MMS, 


11. Requisition and purchasing 


Question. Do MIPR’s or other requests for the commodity come from a single 
service source? 

Answer. Requisitions, as distinguished from MIPR’s, are received by 3 regional 
depots (Atlanta, Utah, Philadelphia) directly from approximately 1,546 posts, 
camps, stations, and bases of the 4 military services. In the case of MMSA 
MIPR’s are used to order certain C. & T.M. type items procured for MMSA by 
M.C. & T.S.A. These MIPR’s are initiated by MMSA. 

Question. Are service requisitioning offices located on the same premises? 

Answer. The retail NICP’s are located at or in the immediate proximity of 
the Philadelphia Quartermaster Depot. As indicated above, requisitions are 
prepared by posts, camps, stations, and bases worldwide. 

Question. What interservice agreement, procedures, and instructions are used 
by the military department for computing and coordinating requirements prior 
to the submission of MIPR’s to the Agency? 

Answer. The retail NICP’s of the military services submit servicewide re 
quirements to M.C. & T.S.A. in accordance with joint regulation AR 32-141/ 
NAVSANDA PUB 332/AFR 67-126/NAVMC 1136-S. Requistions are normally 
received direct from the requiring installation supply officers of the military 
services. 


12. Inventory control points 


Question. How many depots handle this commodity? 

Answer. Prior to activation of M.C. & T.S.A., the bulk of wholesale inven- 
tories of clothing and textile materiel were located at 58 storage locations. 
Through these 58 locations supplies were moved to service customers via 4 sepa- 
rate distribution systems. A comprehensive study led to the development of & 
C. & T.M. distribution system reducing the 58 storage locations to 13. An ac 
celerated program to phase out storage locations, designed to realize the bene 
fits from an integrated single system at an early date, was developed. As of 
May 8, 1959, 32 storage locations have been completely evacuated with an addi- 
tional 10 scheduled for evacuation by June 30, 1959. Upon completion of the 
above program, C. & T.M. stocks will be stored at the 13 C. & T.M. permanent 
storage locations and 3 other storage locations. These three storage locations 
will be evacuated by attrition. 

Question. How many inventory control points have inventories of this com- 
modity area? 

Answer. M.C. & T.S.A. has regional stock control points at Atlanta, Utah, and 
Philadelphia with the national SM inventory control point at M.C. & T.S.A. 

Question. Does the Agency have available information on inventories world- 
wide? 
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Answer. M.C. & T.S.A. maintains records of SM wholesale stocks located in 
Conus depots. The military service retail NICP’s are cognizant of service in- 
yentories of retail stocks. Correlation of worldwide inventories, both SM and 
retail, is accomplished during the requirements computation process identified 
in paragraph 11. 


13. Inspection 
Question. Does agency inspect stock? If not, what service or unit performs 


ction? 
—. Yes. See paragraph 9.a.(3), page 133. 


14. Funding 

Question. Is the agency on a stock fund? 

Answer. Yes. 

Question. Are all the departmental users of the commodity group funded 
similarly? 

eee. Yes, either stock or consumer funded. 

Question. Is the funding an essential element in the efficiency of operations? 

Answer. Yes. 

Question. Describe procedures by which service funds are obligated, if agency 
does not hold stocks or provide services directly. 

Answer. Agency holds and provides C. & T.M. directly to military service 
requisitioners, except where local purchase by the service is authorized by the 
Military Clothing and Textile Supply Agency. Funds of the purchasing in- 
stallations are obligated for such procurement. 


15. Significant accomplishments since organization of present agency 

Question. Has the agency been able to: 

(1) Reduce the cost to the Government of the commodity? 

Answer. Since the establishment of the M.C. & T.S.A. reduced costs have 
been realized in the administration of the C. & T.M. commodity. These benefits 
have been realized through the following actions: 

(a) Consolidation of assets, particularly common use items and substitutes, 
permits more complete utilization of stocks on hand. Agency operations, to 
date, reflect savings of approximately $22 million. In turn, consolidation has 
direct application through reduced inventories. As an example, for fiscal year 
1959, purchases of only $166,500,000 have been projected to meet estimated 
sales to the services totaling $333,500,000. 

(b) Concurrent buying and selling has been eliminated through consolidation 
of requirement and asset data in one organization. Excesses can be screened 
effectively against current requirements. Declared excesses can be disposed of 
in bulk as opposed to the piecemeal disposal system formerly utilized. 

(c) The cost of inspection and testing has been reduced by approximately $1.5 
million annually through consolidation of inspection and laboratory testing 
facilities. Prior to M.C. & T.S.A., 11 facilities were operated by the services for 
testing and inspecting C. & T. material at a cost of $5.3 million annually. With 
the establishment of the agency, the number of facilities was reduced from 11 to 
8, requiring $3.8 million to operate. 

(d) The reduction in C. & T. storage space utilized since establishment of 
MC. & T.S.A. amounts to 3.8 million square feet. This is a 30-percent reduction 
in storage space occupied when compared to the pre-agency period. With com- 
plete implementation of the C. & T. distribution plan, the reduction of storage 
space is expected to reach 4.1 million square feet. This represents an annual 
saving of approximately $6.7 million. 

(e) One of the greatest opportunities for savings is in the area of transporta- 
tion. This is particularly evident when considering the crosshauling and back- 
hauling experienced in the four separate service C. & T. distribution systems 
Prior to M.C. & T.S.A. Under the agency, transportation costs have been reduced 
since the consolidated C. & T. distribution plan provides for a straight flow from 
manufacturers to storage locations to customers. While complete impact will not 
be felt until the single distribution system is fully implemented, initial benefits 
are already apparent through shipment of current procurement to locations in 
Permanent distribution system. 

(7) Standardization is an important area where substantial reduction in costs 
can be realized. The clothing and textile field offers the greatest potential for 
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standardization of all the single managers’ commodity assignments made to date 
Since activation of the agency, C. & T. items used by more than one service (mul 
tiple users) have been increased by 78 percent, or a total of 3,110 items added t) ! 
the common-use category. Examples of savings in the standardization area ay 
found in the adoption of the common (geometric) shoe last for service dress 
shoes and acceptance of the army work uniform by the Air Force. Procuremey; 
of the geometric shoe last by the agency will result in a saving close to $3 Million 
over the next 4 years. Adoption of the Army work uniform by the Air Fore 
has resulted in an annual savings of $3 million. Presently, the agency igs Placing 
increased emphasis upon standardization of parts, patterns, and Specifications 
to achieve maximum economies in production and supply. . 

Question. (2) Reduce the overhead to the Government. 

Answer. Under the single manager concept, it is no longer necessary to maip. 
tain separate service distribution systems, purchasing offices, inspection ang | 
testing organizations, and related facilities. Accordingly, consolidation of these 
various elements under a single supply organization permits substantia] redue 
tions in overhead cost to the Government. : 

Question. (3) Improve the time interval between request and distribution to 
the user. 

Answer. The agency requisition processing time has been reduced to an aye. 
age of about 15 days. During the past 1% years total line items due out hay 
declined from over 40,000 (major portion of which was inherited from th 
services) to about 7,500. This action has resulted in a significant improvement 
in supply availability. In addition, the agency procurement delinquency rp 
has been reduced from 17 percent in fiscal year 1957 to 4 percent in fisey 
year 1959. Reduction in average administrative leadtime in procurement fry 
93 days to less than 70 has further contributed to the agency’s improve 
supply effectiveness. 

Question. (4) Reduce the number of unnecessary items in stock. 

(a) One of the less dramatic but significant aspects of supply managemey 
by the agency is the policing of stock number duplications. This effort hat j 
effected substantial reduction in the quantity of stock numbers in the ©, &1} 
distribution system. 

(0) Work began with the initial capitalization of agency stocks and early 
comparisons of stock lists, stock numbers, and item nomenclature from each of 
the services. Continuous screening during the past 2 years has revealed m. 
merous instances of identical items carried under different stock numbers by 
two or more services. Discovery of duplication permits the elimination of one 
or more stock numbers from the distribution system. 

(c) An important aspect of agency action in reducing stock numbers is the 
impact on supply operations. As a direct result, significant savings are realize 
in the areas of inventory control, storage, and handling. 

(d) The quantitative results of agency screening efforts are shown in the 
following table: 


Stock numbers 


Percent 
change 


3d quarter 3d quarter | 


fiscal year | fiscal year | 





1957 1959 
— 
Gross received from all services since initial capitalization -_--- ire ss 43, 910 | 
Net in wholesale C. & T. distribution system--- ast Ss ‘ 33, 664 
PR TANU OBI OTUNE soos. Scene encwciinasae Sia@amues ; 10, 246 
Used by one service-.---- thi take ae kia cake echoes 28, 896 | 26, 578 t 
re eos c ac cn ne dene ncnnnn 3, 543 4,324 | zh 
Used by three services-_- - dy ile Nil ate ee ee Sete 356 | 2, 364 | +m 
TERA Oe OTL AOI IOOEL ite wen oct eee SS RTs | 77 | 394 | +0 
Total used by more than one service__-...-.......-.----. | 3, 976 | 7, 086 | +n 
| 
— — — — $$$ 








Question. (5) Properly locate and maintain control of stocks. 


Answer. (a) Although considerable progress has been realized in are 
0 


stocks in accordance with the single distribution pattern, true positioning 
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c. & T. stocks is dependent on complete implementation of the distribution 
7") Control of stocks is greatly facilitated by the available high speed com- 
munication transceiver system, which permits the agency to effect expeditious 
secondary supply action. ; ; ; 

(ec) In addition, the rapid computing system employed by the M.C. & T.S.A. 
rovides immediate knowledge of all supply transactions on a daily basis. 

16. Question. What procurement regulations apply to this agency? 

Answer. Armed services procurement regulations; Army procurement pro- 
cedures ; Quartermaster Corps procurement instructions. oe 

17. Question. Does the degree of success of the agency indicate the value of 
single-manager operations in any closely related field? ae 

Answer. The degree of success of the M.C. & T.S.A. is indicative of the value of 
SM operations in any other field only insofar as the conditions involved are 
similar. Various factors such as the degree of commonness of items, avail- 
ability from commercial sources, susceptibility of stock funding, distribution 
methods, ete., require evaluation before a conclusion can be reached regarding 
any commodity. a : , 

Question. Do single managers in different fields and different services have an 
easier time working together than other types of managers? g 

Answer. Not necessarily. However, the single manager concept provides a 
logical basis for the development of close working relationships between and 
among commodity managers. N ; } , 

18. Question. What agencies are interested in supplies from the agency’s com- 
modity area in emergency conditions that are additional to normal requisitions? 
What coordination is maintained with such agencies? How frequently are 
emergency requirements reviewed and coordinated? rt 

Answer. Because of the effect which the Army’s responsibilities have on 
M.C. & T.S.A. in connection with the subject covered by the above questions, and 
to provide a completely responsive answer, the following information is furnished 
in response to all three questions set forth above. : 

No specific agencies in addition to normal requisitioners are designated to re- 
ceive supplies directly from M.C. & T.S.A. in emergency conditions. However, 
the Army has primary responsibility among the military services for provision of 
disaster relief. As a customer of M.C. & T.S.A., the Army obtains from M.C. & 
T.S.A., directly or indirectly, the stock necessary to support these emergencies. 
0. & T.M. supplies furnished are usually such items as tents, blankets, and sheets. 
No stocks are set aside in anticipation of disaster requirements. Depending on 
circumstances, stocks may be obtained directly from M.C. & T.S.A. wholesale 
stocks or items previously supplied by M.C. & T.S.A. may be taken from posts, 
camps, and stations or from troops. Assistance to State and municipal authori- 
ties is administered by local Army commanders. Army commanders are required 
to maintain close cooperation with appropriate local and national agencies con- 
cerned with disaster relief. Specific authority to maintain coordination with the 
Red Cross and the Office of Civil and Defense Mobilization are provided in AR 
500-60, and the Department of the Army schedules training exercises with the 
Office of Civil and Defense Mobilization in which the M.C. & T.S.A. participates. 
In addition, specific classified emergency plans are in existence with another 
Government agency. 

19. Question. If your agency had to expand for emergency conditions now, 
could any quartermaster or supply officer of any of the services fit into the 
organization quickly and easily? 

Answer. The existing agency organization could be expanded under emergency 
conditions by the addition of QM or supply officers of the other services on a 
rapid and manageable basis. In this regard, officers from the other services 
(Navy, Marine Corps and Air Force) are assigned to responsible positions 
within the present organization of M.C. & T.S.A. 

20. Question. What type of contracting is done by your agency? 

Answer. The only type of contract used by this agency is the fixed price con- 
tract. Formal advertising is the rule. Except for negotiation for small business 
and surplus labor area programs, negotiation is very rarely used. 

Question. Describe the steps in contracting procedure. 

Answer. 1. Formal advertising: Step a. Normally invitations for bid are 
issued 20 to 30 days before opening of bids. When time permits preinvitation 
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notices are issued to determine those firms interested in receiving detaila 
invitations. 

Step b. Bids are opened and evaluated. 

Step c. Contracting officer sets forth in writing the reasons for Selecting sy. 
cessful bidder(s). 

Step d. Awards are made after obtaining such prior approvals as may be 
required. 

Awards over $1 million must be approved by the Quartermaster Genera), 

Awards over $2 million must be submitted to DCSLOG for approval. 

2. Small business restricted advertising: Steps—same as for formal adver. 
tising. 

3. Negotiation: (a) Normal: Step (1). After affirmatively deciding that nego 
tiation is necessary the contracting officer prepares written determination ¢ 
justification for negotiating. 

Step (2). Conducts negotiations. ; 

(a) Orally, if dollar value of procurement is $2,500 or less (at least three 
sources must be contacted). Contracting officer confirms agreement in writ. 
ing using prescribed standard forms. 

(b) In writing, for larger procurements, by forwarding requests for Dro- 
posals to all firms listed on the bidders’ list for the item. 

Step (3). Evaluates proposals and conducts such negotiations as may be 
appropriate. 


Step (4). Proposed awards are reviewed and approved in the same manne 


as for formal advertising. 

(b) Negotiating setasides for small business and surplus labor areas: Step 
(1). Negotiate in accordance with procedure and preferences required by 
regulations. 

Step (2). Obtain necessary approvals prior to making the award as indicate 
for formal advertising. 

21. Question. In how many important instances has the agency comments 
on the validity of the requirements that it questioned? 

Answer. This agency has commented on validity of retail service requin. 
ments as follows: 

(a) In at least 10 major instances, validity of requirements has been que 
tioned by the agency, and appropriate corrections and/or have been made by 
the retail centers. 

(b) Hundreds of validation operations occur quarterly between the single 
manager and the retail centers. 

(c) Due to the actual physical location of three retail centers at this instal- 
lation and the fourth (Marine Corps) in the immediate vicinity, validation 
of requirements is accomplished on a continuing basis, primarily through ip- 
formal personal contacts. 

22, Question. Is the agency called upon for advice, coordination or approval 
in the research and development work within the clothing and textile area? 

Answer. M.C. & T.S.A. is in the coordination cycle for all military and Fed 
eral specifications for clothing and textiles prepared by the research and devel 
opment activities of the military services. During this review, recommends- 
tions are furnished for improvement from a procurement, inspection and timely 
supply standpoint. We, likewise, are actively engaged in the production test 
ing of specifications for new or major modified items developed by the serv 


ices. Advice as to deficiencies encountered during the production test is fur , 
nished the developer for specification and/or item modification. Quality a 


surance provisions for determining compliance with specification requirements 
are developed by M.C. & T. S. A. and recommended to the preparing research 
and development activity for inclusion in appropriate specification. Advice is 
continuously furnished to the research and development activity of the services 
relative to improvements and/or modifications in the industry which affect 
specificrtion requirements. 

Question. Is the agency kept adequately informed? 

Answer. The agency is kept adequately informed by the receipt of resear¢h 
and development reports on specific projects as well as annual progress reports 
on all areas of clothing and textiles. 
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Part II 
Fiscal year | Fiscal year | Fiscal year 
1957 1 1958 1959 


estimated 
= Cr eee 
1. Personnel, operating agency: 

M 









tary: Officer and enlisted-.......................... 97 80 92 
Civilian: Professional and clerical--_--..........-..----- 1, 592 1, 562 1, 537 
2, Inventory position (thousands of dollars): 
(a) DR incinenacncccawsenaduscnseacucsocsenasescdesse $1, 861, 551 $1, 929, 875 $1, 815, 582 
b) Peacetime operating-......----..--.--- 251, 569 354, 900 301, 095 
(c) Mobilization reserve--. 753, 774 909, 877 1, 090, 069 
Economic retention - -- 753, 684 407, 861 137, 854 
(e) Contingency. - -......-.--.-.-----------------------].-.-----------]--------------]+0------------ 
De i ieadadhnianhbeteckenne anesthe 5, 022 143, 229 125, 333 
iain nnianien ated abe onnkkebeidach 4, 387 7,975 3, 750 
& In hand of contractor (GFM).--...-....-.--------- 24, 738 23, 674 , 400 
(f) Unserviceable stocks...................------------ 23, 397 20, 149 9,779 
" ND ons ecatsnp stv men oes cesninbaisarnen ere 44, 980 62, 210 125, 302 
(z) On order. ....-----------.---..--------------------- 64, 800 430 110, 400 
Be PED UB... 2.222 nnn nnn nnnnrenscncnneneesceancnee 7, 885 5, 440 6, 000 
et 8 e space (thousands of square feet): 
he (a) ‘Allocated Histedsathemeneeatadusecgadashasaseceteawed 10, 842 10, 842 10, 809 
I eas 9, 216 9, 216 8, 530 
) Estimated cost (square feet per year): 
(1) Allocated but unoccupied... --.-..........--- $0. 52 $0. 52 $0. 52 
naira conbhdeccahneiatadanansered 1. 64 1. 64 1. 64 
4. Workload: 
a) Number of line items in single manager assignment-. 33, 251 34, 401 33, 664 
% Number of line items requisitioned (in thousands) -- 1, 201 1, 437 
(c) Number of line items shipped (thousands) - -.-.....]..........-.-- 1,002 1, 226 
@ Percent shipped by required date... ................].....-.......- 90 85 
(e) Direct shipments to retail supply points (thou- 
ines alles sib aaa maiaceina oie $5, 026 $11, 500 
() —— from vendors to single manager depots 
I A NN Si aac biin Spinich ane Riana bined $141, 742 $195, 800 
) Ratio of ‘‘direct shipments” to “‘all shipments’’.....]_.........-... 3.4 
) Excess declared (thousands of dollars)..............]..---.-..----- $21, 763 $160, 000 
§, Transportation costs (thousands of dollars).............-..- $4, 112 $5, 599 $7, 500 
6, Quantities handled by manager (thousands of short tons): 
7 tc chine cnesdeaaginnscuvaeilnampeeeneesion (3) 106 159 
Se ign acon ceabeduxhanntdaen (3) 115 133 
(1) Interdepot shipments. ---................-- (3) 435 439 
7. Procurement (thousands of dollars): 
NN akc dvs ine nad oe Sls kiss eid Scns lew nd ets ma ape Sale aioe cae ake alee ee ean 
anh on dbase pnncnudeeuenkeandGdatniame $124, 835 $234, 662 $166, 500 
% asia sca ic'm a tiniltasih sania abeaiaigebae 124, 835 234, 662 166, 
ENNIO tess i stectschnicintnss cscs esi nvmdndricend elated apaiiaaieaes Aenea prensa arias 
8, Sales, actual (thousands of dollars): 
a a UnbiediniphatachsNinemeeng waausieacnnauas 154, 800 274, 000 333, 500 
ani eels altace ciaig tah sheik adi eeeoedatee 139, 400 132, 800 151, 700 
il ala iis dies puteaseiloie'a iataea no wiheiig ateadiiaedaibwioh , 900 43, 600 49, 500 
( Marine Corps_. 4, 500 23, 800 27, 500 
e) Air Force. -_.- 1,7 41, 600 57, 000 
TE accccacco 6, 300 32, 200 47, 800 
i activated in fiscal year 1957. 
§ Com comparable data unavailable. 
4 Not available. 


‘Tonnage ship interdepot primarily under the depot evacuation program. Separate data not avail- 
able for pure stock positioning actions. 


Mr. Hotirierp. We will convene tomorrow at 10 o’clock in this 
room. 
(Whereupon, at 5:05 p.m. the hearing was recessed, to reconvene 


at 10 a.m., Tuesday, May 26, 1959, at room 1501-B, New House Office 
Building. } 
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MILITARY SUPPLY MANAGEMENT 


(Single Manager Agencies) 


MAY 26, 1959 


Houses or REPRESENTATIVES, 
SUBCOMMITTEE ON Minirary OPERATIONS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m., in room 1501-B, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee) presiding. _ 

(Present: Representatives Holifield (presiding) ; Griffiths, Riehl- 
man, and Holt. ) fe 

(Also present: Herbert Roback, staff administrator; Douglas Dah- 
lin, Carey Brewer, and Robert J. McElroy, of the subcommittee staff.) 

Mr. Horirtetp. The subcommittee will be in order. 

The subcommittee will continue its hearings this morning on the 
subject of the “Single Manager Program” and we have as our first 
witness Rear Adm. W. L. Knickerbocker, SC, USN, executive direc- 
tor of the Military Medical Supply Agency at Brooklyn, N.Y. 

Admiral, we are very happy to have you before the committee this 
morning. I see you have a prepared statement, so you may proceed. 


STATEMENT OF REAR ADM. W. L. KNICKERBOCKER (SC), USN, 
EXECUTIVE DIRECTOR, MILITARY MEDICAL SUPPLY AGENCY, 
BROOKLYN, N.Y.; ACCOMPANIED BY COMDR. GEORGE L. VOEGELI 
(SC), USN, SYSTEMS PLANNING OFFICER, MMSA; AND LT. COMDR. 
RICHARD C. APPLEGATE (SC), USN, BUREAU OF SUPPLIES AND 
ACCOUNTS 


Admiral Knicxersocker. Mr. Chairman and members of this sub- 
committee, I am William L. Knickerbocker, rear admiral, Supply 
Corps, US.N avy and executive director of the Military Medical a - 
ply Agency, Brooklyn, N.Y. Iam here at the invitation of your sub- 
committee to offer testimony relative to the organization and opera- 
tion of our agency —MMSA—in the implementation of its commodity 
assignment under the so-called single manager concept. However, be- 
fore reporting upon the operation of MMSA I think it appropriate to 
go back a few years and touch briefly on the historical background of 
medical supply within the Armed Forces and of the activities which 
preceded MMSA in this field. 
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BACKGROUND 


Prior to and during World War II, three purchasing offices wey, | 
of. | 


active in the field of medical material. These comprised a Na 
fice in Brooklyn and two Army offices—one in New York and thy 
other in St. Louis, Mo. 

In the closing stages of the war, the Medical Services of the Arm 
and Navy (the Air Dias was not a separate service at this time int 
tiated a concerted program aimed toward the development of a joint 

rocurement office. As a result of this action, the Army-Navy Med. 


ical Procurement Office was established in Brooklyn in December | 


1945. That office was jointly staffed by Army and Navy personng| 
and began an intensive effort toward joint procurement, development 
of common specifications, consolidation of inspection services, and 
uniform industrial mobilization planning. 

Approximately 4 years later—in June 1949—this joint procurement 
office was reorganized under a tripartite directorate and 9 
known as the Armed Services Medical Procurement Agene 
(ASMPA)—the only centralized procurement activity for medical 
material for the Armed Forces. 

The supply operations of the military medical services prior to 
1957 were unified only in the functions closely allied with purchas. 
ing. The functions of inventory management, financial control, re. 
quirements determination and materiel distribution remained the re. 
sponsibilities of the individual services. 

The second Hoover Commission, after investigation of the inde. 
pendent supply systems of the services, concluded that steps should 
be taken to develop a military supply system for the management of 
common supply and common service activities which would eliminate 
unnecessary waste and duplication of distribution systems, stoc 
and facilities. To correct such deficiencies, the Office of Secretary o 
Defense developed a new concept of military supply—single manage. 
ment for specific categories of common-use items or common service 
activities. 

It was under this new concept that, in February 1956, the Secretary 
of the Navy was designated as the Single Manager for Medical and 
Dental Materiel. On January 1, 1957, the Military Medical Supply 
Agency was activated as the operating agency for the wholesale sup- 
ply management of medical and dental materiel for the Armed Forces 
under DOD Directive 5160.16 dated May 4, 1956. This directive 
charges MMSA with (1) providing the most effective and economical 
means of supplying medical materiel to the Armed Services and (2) 
eliminating duplication and overlapping of effort between and among 
the military services, recognizing that our primary mission is to effec- 
tively support the military effort of the country. We think that we 
have successfully fulfilled that mission. 


PREACTIVATION PLANNING 


Any discussion of MMSA would be incomplete without a few words 
concerning our initial planning activities—how we got where we 
wanted to go. A small staff comprising 7 officers, including myself, 
and about 11 civilians was assembled in Brooklyn during the last half 
of May 1956. Most of the personnel were drawn from activities im 
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the New York area—the greater part of the civilians coming from 
the Navy Medical-Dental Supply Office in Brooklyn. This staff ex- 
anded to about 35 before our official activation. These people were 
organized into groups to draw up the procedures under which the 
new agency and its integrated medical supply system would operate. 
The planning groups attacked the many organizational and manage- 
ment problems inherent in the broad fields of industrial relations, 
accounting, procurement, stock control, distribution, storage, inspec- 
tion, quality control, cataloging, and so forth. The results of their 
efforts were reviewed by a Review Committee comprising representa- 
tives of the three Surgeons General and the Bureau of Supplies and 
Accounts, who informally coordinated the proposed organization, 
staffing, methods and procedures with their home offices on a day-to- 
day basis as egpery,| progressed. While bound to some extent by 
Navy regulations and supply - every attempt was made 
to utilize the latest and most effective management techniques avail- 
able to business or in use by the military services without regard to 
authorship. Thus from the very outset, our planning represented 
a triservice effort, and the cooperation and assistance which we re- 
ceived from all service levels was exceptional. 

The Department of Defense approved our preactivation planning 
schedule, distribution system, organization and staffing plans; the 
services duly concurred in our operating procedures (I should say 
here external operating procedures) and detailed personnel to fill our 
complement; the Navy established our military medical division of 
the Navy stock fund; and on January 1, 1957, MMSA went into opera- 
tion as directed. 

AGENCY LOCATION 


The drawing indicates the pens location of our agency in an 
eight-story, Government-owned building situated between the Brook- 
lyn ends of the Brooklyn and Manhattan Bridges, about 3 blocks 
tom the New York Naval Shipyard. However, on May 15, I as- 
sumed the landlordship of the two buildings shown here as the Brook- 
lyn Annex, Naval Supply Depot, Bayonne, at 29th Street and 3d 
Koa in Brooklyn, and we have already started moving our organi- 
zation to the new location. We expect to complete this move in an 
orderly manner by the middle of July, and anticipate that substantial 
savings will accrue to the Government as a result. Preliminary esti- 
mates, based on consolidation of certain maintenance and common 
service functions, place these savings at about $325,000 annually. I 


' understand that our present building will be turned over to the Gen- 


eral Services Administration for disposition. 

Mr, Houtrrevp. At that point, wheh was the reason for the move? 
Admiral Knickersocker. The primary reason was to save money, 
sir. We expect to save about 58 personnel, mostly in the maintenance 
and administrative services field. That includes guards, janitors, and 
that sort of thing. 

Mr. Houirtetp. Are you increasing your warehouse space and your 
office space—will you have more room, or not? 

Admiral Knicnersocker. Well, we have about the same amount of 
room, but we do have a capacity for expansion in an emergency. 
There is also an advantage, which is that all of our people will be 

| mone floor. And we will have other morale advantages. 
| 
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We have about a 1,000-car parking lot there. We have full-time 
banking facilities. There is a Navy exchange in the building; anq 
there are various things like that. 

Mr. Hottrterp. It will not be necessary for your people to go 
across the bridges each day to get to work ? 

Admiral KNIcKERBOCKER. There are a lot of bridges around the 
and tunnels; and the people live in a variety of different places 
That is one of the problems in the New York area. Maybe this is g 
little bit deceiving, this picture. It looks like a peninsula there, Thai 
happens to be acanal. It isthe shipping area dock in there. 

Mr. Hotrrretp. Do you have a medical supplies stock there also? 

Admiral Knicxersocker. None whatsoever, sir. We are strictly 
inventory control. 

Mr. Hottrtevp. I see. Proceed. 

(The drawing referred to appears on p. 145.) 


SINGLE MANAGER ORGANIZATION FOR MMSA 


Admiral Knickxrersocker. The next chart shows where we ar 
located on the organization chart with reference to the Department 
of Defense. The three Assistant Secretries of Defense who have 
primary interest in our Agency are those for Supply and Logistics, 
Comptroller, and Health and Medical. Please note that we operate 


under the management control of the Bureau of Supplies and | 


Accounts and under the technical control of the Bureau of Medicine 
and Surgery. Military and coordination control stem from the Chief 


of Naval Operations through the commandant of the 3d Naval | 


District. 

(The chart referred to appears on p. 146.) 

Admiral Knicxersocker. The Armed Services Medical Materiel 
Coordination Committee—ASMMCC, on the right of the chart— 
consists of one representative of each of the three Surgeons General, 
with a small permanent staff—altogether about 28 people. This 
Committee meets frequently to settle differences on new items coming 
into the system, to recommend the removal of obsolescent or obsolete 
items, and to discuss any other problems affecting the technical quali- 
fications of any items for which MMSA is responsible. The Com- 
mittee advises the Bureau of Medicine and Surgery in the implemen- 
tation of its technical control functions within the scope of the single 
manager assignment for medical materiel. (See appendix H, p. 6%.) 

All technical problems to date have been resolved at the Committee 
level. Matters which cannot be resolved by the Cornmittee are sub- 
mitted to the Bureau of Medicine and Surgery, for further coordina- 
tion with the other Surgeons General. In the event agreement can- 
not be reached at that level, the matter is referred to the Assistant 
Secretary of Defense (Health and Medical) for final decision. 





MMSA ORGANIZATION 


(The chart appears on p. 147.) 
Admiral Knicxersocker: Our internal organization consists of six 
major departments. The principal operating departments are: Pur- 
chase, Stock Control, and Technical. The System Planning, Comp- 


troller and Administrative Services Departments comprise the I | 
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mainder of our administrative echelon. Our Technical Departments: 


currently headed by an Air Force colonel (a Medical Service Cop 
colonel), while the Stock Control Department is run by an Army lien. 


tenant colonel. An Air Force major heads the Administrative Soy. | 
ices Department. The Systems Planning, Comptroller, and Purchag 


Departments are led by Supply Corps commanders. I might add her 
that our management planning staff is headed by a lieutenant cop. 
mander in the Medical Service Corps of the Navy. 

Pursuant to our charter, key military staff positions subordinate to 
the Executive Director are rotated on a periodic basis, consistent with 
the qualifications of the officers assigned. ‘To achieve this goal ye 
have a complement of 43 officers—10 Navy Supply Corps offices 
plus 11 Medical Service Corps officers from each of the 3 services, Jy 
every case the best qualified officer gets the job—regardless of branch 
of service. 

I invite your attention to the fact that the three service retail off 
together with the Field Branch of BuMed (indicated under “Tenant 
activities” at the bottom), are located on the premises of the Military 
Medical Supply Agency. This is a highly successful arrangement, be. 
cause we all know each other and speak the common language of 
logistics concerning medical materials. As a result we are able to 
exchange information freely, coordinate our plans and requirements, 
and pull together as a team—a point worthy of emphasis for it is ¢- 
sential to the success of our operation. Wesincerely feel that our clog 
service relationship at MMSA typifies the kind of unification desired 
by the President and the Congress of the United States. 


MEDICAL SUPPLY DISTRIBUTION SYSTEM BEFORE MMSA 


Prior to the establishment of MMSA, 19 depots provided medical 
supply support to the Armed Forces and the independent medical sys- 
tems of the services overlapped as shown on the plate. It is apparent 
from this chart that crosshauling and backhauling of materiel con- 
stituted a major problem. As you know, this was one of the primary 
criticisms of the Hoover Commission. 

(The chart referred to appears on p. 149.) 


SINGLE MANAGER DISTRIBUTION STOCK POINTS 


Admiral Knickersocker. Under the single manager operation, 
backhauling and crosshauling of material have been practically 
eliminated. Seven medical stock points have been eliminated in our 
wholesale system without loss of effectiveness. Disestablished stock 
points are indicated in the lower right-hand corner of the chart. We 
claim no credit for the last two, since the Air Force made the decision 
to disestablish their depots at Gadsden, Ala., and Topeka, Kans. ; how- 
ever, our system adjusted easily to the situation without loss in ef- 
fectiveness. We now have 12 medical supply stock points, 2 of which 
(NSD, Clearfield, and AGD, Memphis) are used only as reserve stor- 
age depots; 6 are operated by the Navy, 5 by the Army, and 1 by the 
Air Force. 

The chart shows the various depots which presently comprise our 


distribution system. There are three main distribution areas with 4 


distribution point in each, namely NSD, Mechanicsburg, AMD, Louis 
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ville, and AGD, Sharpe, in California—designated by the triangl 
These three depots carry the full range of 9,500 items which am 
about 95 percent common to the three services. I should make a lity, 
correction there—to two or more of the services. There are 7 prima 4 
stock points (the circles or dots) which carry approximately 1,43) | 
(it varies back and forth) fast-moving items; these best sellers 4, 
count for about 90 percent of item demand and over 80 percent of 
our dollar sales. 

(The chart referred to appears on p. 151.) 

Admiral Knicxersocker. Briefly, our distribution system Operatas 
in this manner: 

In the western area, for example, an activity located in Arizon 
will requisition fast-moving items from NSD, San Diego, and sloy. 
moving items from AGD, herpes: An activity located in Montan 
will requisition fast-moving items from NSD, Seattle, and slow-moy. 
ing items from AGD, Sharpe. An activity in Utah will requisitig, 
both fast- and slow-moving items from Sharpe since that depot car. 
ries a full range of items. Here I will add that the other two ares 
operate in the same general manner. 

Mr. Hottrrevv. It looks like a very efficient setup, contrasted tp 
the old crosshauling, overlapping chart. 

Admiral Kyicxersocgker. It tan been operating very well for 
Mr. Chairman. 

Mr. RreuiMan. Actually, how long has it been in operation? 

Admiral Knicxersocker. Since the Ist of July 1957. 

Mr. Howtrtevp. So you have had it going almost 2 years now! 

Admiral Knickersockerr. Yes, sir. 

Mr. Hottrrevp. And you should be able to evaluate it. 

Admiral Kyicxersocker. I get around the system with one of my 
field service people once a year, sometimes a little oftener, and its 
surprising the few number of problems that are brought up. They 
are mostly routine problems, minor accounting problems, that sort 
of thing. I have not really run into a major problem in any of these 
trips that I have made around the system. 

Mr. Horirietp. Maybe we did some good on the Hoover Commis- 
sion. I was on it. 

Admiral Knicxersocker. I know. 

Mr. Hottrretp. We put in a lot of study and hard work. We 
worked every Saturday. We worked many nights. We were trying 
to understand some of these supply management problems and make 


some constructive recommendations. Apparently this is one of the | 


good ones that were made. 

Admiral Knicxersocker. Well, we feel that we have met most of 
the criticism that was voiced by the Hoover Commission. 

Mr. Hottrretp. Well, you see, we studied this problem a long time 
before the Hoover Commission had it. So then I was able to bring 
to the Hoover Commission a background of experience. 

You may well remember when Mr. Bonner, I believe it was, was 
chairman of a subcommittee, and also Mr. Hardy was chairman of 4 
subcommittee, which studied this problem. 
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Mr. Rrentman. And I was interested in that subject when J Wit 
chairman of the subcommittee. ™ 

Mr. Houtrtevp. Mr. Riehlman got into it. So we have been livin 
with it for a long time. Believe me, it is really assuring to us to ge 
some progress being made. 

Mr. Rreaiman. I would like to concur in what you have had to 
say, because I well remember when the old chart was presented to oy 
committee some years ago. And we had a very thorough discussion 
on the crosshauling across the United States and the additional cog 
in delivering medical supplies. This is really a revelation. I think 
it is certainly very good. 


Admiral Kyicxernocker. The old chart does not present a yery 


pretty picture, particularly in color. 

Mr. Hottrretp. No, I am sure it does not. 

It would be hard to compute the savings that you are making noy 
under this system—the monetary savings, not to mention the time 
savings. 

Admiral Knicxersocker. It is almost impossible to try to comeup 
with any kind of a figure on savings on crosshauling and backhauling, 
We tried it and gave it up, sir. 

Mr. Hottrtevp. I think that it is self-evident, just to look at it, that 
this is a practical way to operate. Whether you can pin it down ip 
terms of dollars or not, I am sure that the savings in dollars are there 

You may proceed. 

Admiral Knicxersocker. I am pleased to report that our present | 
integrated medical distribution system was recently evaluated bya 
triservice study team as being highly effective. This team estimated | 
that savings in the depot systems as a result of integration amount to 
173 personnel or about $865,000 per year. 

These are strictly personnel savings. 


STORAGE SPACE 


This chart gives some insight into the integrated character of medi- | 
cal supply operations. Depots of all three services are employed— 
and although this is a Navy single managership—the Army provides 
the greatest amount of storage space. 

(The chart referred to appears on p. 153.) 

Admiral Kwicxersocker. Under normal operating conditions 
wholesale stock points adjust space allocation in accordance with 
workload estimates furnished by MMSA. The allocation of storage 
space is a matter between the depot commanders and the respective | 
management bureaus or technical services as the case may be. 

Prior to MMSA well over 4 million square feet of storage space 
were allocated by the services for the handling of medical materiel. 
Under the single manager concept, allocated storage space has been 
reduced by over 760,000 square feet. This alone represents an esti- 
mated annual savings of close to $400,000. In addition, reductions 
in operating costs associated with this space reduction are quite sub- 
stantial. As can be seen, we are reducing our storage space. I might 
add that our allocated space is over 85 percent occupied which meets 
the criteria set by DOD. 
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INITIAL STOCK FUND ASSETS 


Navy wholesale inventories of medical and dental material includ. 
ing the Department of Defense stockpile of blood plasma and related 
items were transferred to MMSA on January 1, 1957. (That was op 
our activation.) This capitalization of stocks amounted to $125 mj). 
lion, of which $34 million represented the blood plasma and related 
items. Army and Air Force depot inventories in the amount of $19 
million were transferred to MMSA 3 months later on April 1, 1957. 
thus, total initial capitalization of stocks amounted to approximately 
$315 million which, together with our original $30 million of procur. 
ment authority, constituted our initial stock fund assets of about $345 
million for the last half of fiscal year 1957. 

(The chart appears on p. 155.) 


INVENTORIES AND SALES 


Admiral Knickersocker. Wholesale medical and dental material 
for all services is under the inventory control of the Military Medical 
Supply Agency. Since activation, operating inventories on hand have 
decreased. On hand inventories as of December 31, 1958, amounted 
to approximately $310 million. Mobilization reserve stocks accounted 
for the greater portion ($234 million), and blood, contingency mr 
serves, economic reserves, and peacetime operating stocks made up the 
remainder. Our peacetime operating stock turnover at the time of this 


stratification was about 2.9. This inventory investment represents. | 


total of 9,584 stock items. 

Here again I will add something to the record. The actual number 
of items fluctuates back and forth, quite naturally. In fact, by the 
end of this month we expect that we will reduce this by maybe another 
500 items. 

Sales to our customers, the military services, amounted to $63 mil- 
lion during fiscal year 1958. They are running about $10 to $12 mil- 
lion higher this year. 

(The chart referred to appears on p. 159.) 


STOCK TURNOVER 


Mr. Ho.trretp. You get about a one-time turnover there then on 
your operation ; do you not? 


Admiral Knicxersocker. We do better than that, sir. Our peace. | 
time operating stock is about at this particular stratification, about ' 


$21.7 million, so our turnover is—— 

Mr. Horirtetp. The mobilization reserve stocks are $234.4 million. 
And when you add the others together, they give you $67 million. 

Admiral Knickerrocker. No, sir. You see, we have blood of 
about 26.3 million, contingency reserve around 20 million, economic 
reserve about 7 million; and we use our peacetime operating stock of 
21.7 million as the basis of figuring the turnover. 

Mr. Houtrtep. That is a pretty good turnover, 2.9. That is clow 
to a commercial turnover, I would say, in that field. 

Admiral Knicxersocker. Yes, sir; it was a little higher, in the pre 
ceding stratification. 

Mr. Houtrtevp. That is $287 million. And when you relate that to 
your $63 million peacetime turnover 

Admiral Knickersocker. Yes, sir. 
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PROTECTED STORAGE 


Mr. Hotirretp. I would like to ask you, before you leave that, jug 
as a matter of interest to this committee—we have been interested of 
course, in civilian defense—what protection do we have on those 
stocks from possible enemy attack—anything—or is it just an ordi. 
nary building? 

Admiral Knickersocker. Yes, sir. We would be very happy, of 
course, to see our stocks in some of the limestone caves that are around 
the country, but I understand that funds are not available, for that 
kind of dispersal. Our best protection is the dispersal that is afforded 
by our distribution system, such as it is. I will touch on this a little 
later. But we are quite concerned with a nuclear or thermonuclear 
attack, what it could do, not only to our distribution system but algo 
to our supplies. 

Mr. Hotirtevp. I am going to commend to you the reading of some 
hearings that will be held late in June by my subcommittee, which 
will be on the subject of defense against nuclear war on the United 
States. In those hearings, we will set up an assumption of approxi- 
mately a 1500-megaton attack delivered. When we get through with 
that, establishing areas of radiation, I want you to reevaluate the 
worth of your reserve stocks and bring it to the attention of your 
superiors. It will be an interesting thing for them. : 








MMSA RECOMMENDS PROTECTED STORAGE 


Mr. Rreutman. I might ask this, Mr. Chairman. In view of his 
interest as he has so stated, have you made any recommendations to 
the Department of Defense in respect to the need for additional pro- 
tection for these supplies? 

Admiral Knickersocker. I did make such a recommendation, Mr, 
Riehlman. I felt it was encumbent upon me as Executive Director of 
this Agency to bring it to the attention of the Navy Department. 
This recommendation included relocation of our agency and at least 
portions of our, you might say, survival items of stocks in some kind 
of protective storage. Of course, I was told my concern was appre- 
ciated but that funds were just not available for that kind of dispersal. 


AGENCY LOCATION 


Mr. Rrenuman. May I ask if your recommendations were made 
prior to your present anticipation of moving over into this Brooklyn 
annex ¢ 

Admiral Knicxerrocker. Yes, they were. Actually, this move to 
the Brooklyn annex, while it has a certain disruptive effect upon the 
organization—any move does—it is something that we can handle 
right in stride, as if they told us to move again to some cave in the 
middle of Kentucky next year, why, we can take that right in stride, 
I am sure. 

INDUSTRY LOCATION 


Mr. Rrentman. Is there a particular advantage for your adminis- 
trative office being in New York City, because of procurement? 
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Admiral Knickersocker. Yes, Mr. Riehlman, there is that advan- 

._ I think it is generally accepted, if you draw a line between 

Buffalo, N.Y., and Atlanta, Ga., well over 60 percent of our suppliers 
will fall to the east of that line. . si 

We have other smaller concentrations around Chicago. There are 
certain laboratories out in California, Cutter Laboratories, and some 
in Portland, some in Pennsylvania, but most of them are right around 
the New York area, in north New Jersey, even right in Brooklyn, 
one is five or six blocks from us in Brooklyn. are . 

There is a terrific concentration of the medical industry in a highly 
populated area. enti: | 

Mrs. Grirrirus. And there is Upjohnand Parke, Davis. . 

Admiral Knicxersocker. Yes; I am sorry. I am from Michigan, 
too, Yes, there is Parke, Davis in Detroit, Upjohn in Kalamazoo, 
Mich. | 

Actually, only about 3.8 percent of our procurement is from 
Michigan, however. 

Mr. Rreutman. What percentage comes out of New York ? 

Admiral Knickersocker. About 38.5 percent out of New York, 
and 12,3 percent out of Pennsylvania. 

Mr. Rreuuman. That is half of it. 

Admiral Knickersocker. Yes, sir. 

I have this chart which we might furnish to you that you might 
like to look at. I will be glad to present it for the record. 


(The information provided for the record is as follows:) 


How were the awards distributed? 


[During period of July 1, 1957, to June 30, 1958] 
~— “ Freee oI ~ j Di iay ae Th Ba } : > 












State | Number Dollar | Per- State Number Dollar Per- 
| of awards value | centage | of awards} value centage 
| = Poe - | o a a -- 7s | a 
Alabama. ....- 2 4,356 | (") || New Hampshire 3 20,984 | (}) 
Arkansas. ..... | New Jersey 2 334 | 7,007,346 | 14.17 
Arizona_......- J 1 3,742 | (') New Mexico 3 Ha kekn sn 
California... -_- 56 | 1, 255, 176 | 2.54 || New York 1,030 | 22,133,369 |. 44.76 
Colorado.......----| 3 433 | (') North Carolina 3 43,037 | (') 
Connecticut ; 32 311, 558 | 0.63 || North Dakota 1 | 432; () 
Delaware......-_- 6 65, 959 Ohio ee 68 790, 703 1. 60 
Florida... ....-- 3 49, 494 1) Oklahoma 
Georgia...... 4 19, 871 Oregon _ 
Idaho......- , Pennsylvania 328 6, 480, 635 13. 10 
Illinois........- 193 2, 243, 244 4.54 Rhode Island 27 | 78, 756 (1) 
Indiana........_- 101 1, 880, 732 3.80 || South Carolina i : ees 
Wa. coche . 3 2, 410 ) South Dakota Seek ines 
Kansas........- Tennessee 24 | 137, 392 a 
Kentucky-. 4 2 64, 331 5) ‘Texas ; 8 | 69,019 | () 
Louisiana..........| ‘ Utah oo 
Maine Vermont P 
Maryland... ___- 40) 52, 986 0.92 || Virginia 7 19, 516 (}) 
Massachusetts. -_ - 102 365, 597 2.76 || Washington ] 1, 309 () 
Michigan... 101 , 244 6.71 West Virginia 
Minnesota... ..- 10 37, 206 1.28 || Wisconsin 33 116, 135 
Mississippi______- W yoming 
Missouri. ._....-. : 113 695, 049 1.41 District of Colum- 
Montana. __ bia 33 | 181,268 | (!) 
Nebraska... l 462 ( ~~~ - = 
Nevada.. Total 2,673 | 49, 452, 751 


Less than 0.50 percent. 


Mr. Rieutman. There is not very much you can do if the manufac- 
turers are located there. You will not get them to move their indus- 


| try from New York State. 
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Mr. Ho.irrevw. The fact that they are there does not necessary} 
mean that your administrative oflice has to be there, because 3 
could do business with people without being next to their many, 
turing plant. It is a matter of allocation of these all over the Nation 
There may be a certain amount of convenience in local phoning an 
that sort of thing which might exist, but actually from the stand 
point of necessity, you do not have to be in that vicinity. e 

Admiral Knicxersocker. That is correct. 

Mr. Houiriexp. I think it is much more important that your acty 
factories are in this area than it is that you are there or not then 
In case of enemy attack, the factories would be the <nes that woul 
suffer anyway, regardless of whether your administrative agency wa 
there. You would be up against the problem of probable destructiq, 
of factories in the concentrated areas. 

Admiral Kyickersocker. You are perfectly right there. We ap 
strictly an inventory contro] organization. We could very well lk 
located in some other area. I would prefer that it would be an ary 
some place east of the Mississippi River, because accessibility of th 
agency to these suppliers does mean quite a lot. Communication 
would be a very important point so far as any relocation site would 
be concerned. 

Mr. Houirretp. You may proceed. 


MATERIAL PROCURED 


Admiral Knickrersocker. Of the $39 million spent by this agenct | 
during the first 9 months of fiscal year 1959, the greatest amour 
(51.4 percent) went for drugs, chemicals, and biologicals. X-ray 
equipment accounted for 12.8 percent of our procurement dollar 
Surgical instruments 11.4 percent, surgical dressings 6.8 percent, 
hospital furniture, dental, laboratory, optical and other supplies a- 
counted for the remaining procurement of approximately 17.6 per 
cent. 

Of the total procurement for this period, a little over $27 million 
(69 percent) went to large business and more than $12 million (3 
percent) went to small business. This is an increase of about 5 per 
cent in favor of small business over fiscal year 1958. In terms of the 
2,072 awards made, large business received 38 percent and smal 
business 62 percent. 

During the past 214 years, average processing time has been r 
duced from 60 calendar days to 45 days (procurement. processing’ 
time). This is the elapsed time between the receipt of requisition 
and award of contract. 


NEGOTIATED AND ADVERTISED CONTRACTS 


Mr. Houirmxp. Most of your purchasing is done on a competitire 
bid basis ? 

Admiral Knicxrersocker. I have some figures on that here. _ 

With small business we negotiated $7,105,000. We advertised 
$5,488,000. This is for a total of about roughly $12,593,000, or # 
percent—that is, 32 percent went to small business. 
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Now, with large business we negotiated $18,500,000, and adyep. 
tised $7,927,000; so that the total is about $26,427,000. So actually 
that boils down to negotiations of $25,605,000 as against advertised 
$13,415,000. 

That is our procurement up to the 31st of March 1959, 


SOLE SOURCE ITEMS 


There is one other thing to take into consideration. There js 
quite a large amount of this money that went to sole source procup. 


ments; in other words, proprietary items. On that, I will have ty | 


use figures from 1958. About 24 percent, roughly, of our $50 million 
in 1958 went for sole source items. There is only one place that we 
could get these items; there were some 226 contracts involving 
$11,123,000. 

Mr. Rrexitman. Would you name two or three items that you only 
have one source of supply for ? 

Admiral Knickersocker. Well, yes, sir. Say Terramycin, for jp. 
stance, Pfizer makes it, or Aureomycin, which is from the Leder 
Laboratories, a branch of American Cyanamid. And there are othe 
items like that. 

Mr. Rreutman. What about surgical instruments ? 

Admiral Kwnickersocker. Well, we do not run into sole soure 
there too much. We do have a very few, what we call the full-line 
manufacturers of surgical instruments. There are a few—very few 
maybe 2 percent, of our surgical instruments that we cannot even 
buy in the United States; we have to buy them in foreign procure: 
ment. 

Mr. Rreutman. What percentage? 

Admiral Knickersocker. About 2 percent. 

Mr. Rreutman. About 2 percent ? 

Admiral Knickrersocker. Yes; that wasas I recall the figure. 

Mr. Horirtetp. In your advertised bids, do you find very much di- 
vergence between the bidders, or do you find the bids pretty clos 
together ? 

Admiral Knickernocker. It works both ways, Mr. Chairman. 


IDENTICAL BIDS 


Mr. Rogpack. You get identical bids, in fact, is that not true? 


Admiral Knickrerpocker. We have two areas in which we are work- 


ing with the Federal Trade Commission. 

Mr. Ropack. When you get identical bids, you have an obligation 
to report that to the Department of Justice ; do you not ? 

Admiral Kwnickrersocker. Yes, sir, we do. There are hearings 
underway right now in the tetracycline field. I have had all of the 
representatives of the tetracycline manufacturers in and have talked 
to them about effecting some kind of a break in tetracycline price levels. 

We have another in meprobromates. Those are tranquilizers. 
There are only two firms which are able to bid on our particular speci- 
fications for tranquilizers, and they persist in quoting what they call 
their published price. That is the published price to the General 
Services Administration. And we feel that we should get a better 
price. 
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adver. Mr. Hottrrevp. These chemical companies are headed for trouble. 

vctually Cane of these days, they are going to run into a real investigation on 

— the part of Congress. It isthe drug companies I am speaking of. We 

had another subcommittee of this committee investigating the Salk 

vaccine. We found the amazing situation where five Salk vaccine 

manufacturers bid, as I remember, $7.12 for 9 centimeters of Salk 

, vaccine. And all five of them were identical, although there may 
‘here jg have been for one bidder a variance of 1 cent or something like that. 

rocure- It was so evident that there had been some type of collusion that 


have 0 | thesubcommittee report was turned over to the Department of Justice 
million for investigation. And at the same time the Canadians may have 
that we been buying it for less cost, and the same group of drug companies 
volving was selling some of it in the United States to a private foundation for 
half the price paid by the Federal Government, which was buying 
fou only shout $50 million worth of vaccine; so it was a big purchaser. 
We ran into this so-called managed price, which predominates in 
for in- the drug industry. 
Lederle SPECIFICATIONS 
re other : att oe 
Mrs. Grirrirus. Who determines the specifications for the Army 
tranquilizers—for your tranquilizers? gs 
B source Admiral Knickrrsocker. The essential and military characteris- 
full-lin | ties are determined by the Armed Service Medical Materiel Coordina- 
ry few— | tion Committee. I think I described that before you came in, Mrs. 


not even | Griffiths. The representatives of the three Surgeons General make 
procure | up this Committee. You see, I have no professional people in my 
organization whatsoever. We feel that we are highly qualified tech- 
nically, but not professionally. So we depend upon the Surgeons 
General for our professional advice. 
In the new items that are coming into the system—tranquilizers 
e, would be one—they decide upon it, as I say, the essential military 
much di: characteristics. Then they give them to us and we effect the stand- 
tty cloe ardization of that particular item—we perform the mechanics of 
: standardization in our Technical Department. 
in. Mrs. Grirrirus. What kind of tests do they run before they 
determine specifications ? 
Admiral Knickersocker. Well, I would say that an item has to get 
service acceptance by the doctors in the three services. In fact, a 
we weil civilian doctor may be using tranquilizers for quite a while, or maybe 
_ the military doctors are buying them on local procurement and use 
bligation them for some time before they are actually given to us to standardize. 
In the first place, we really have to build a demand for the item. 
hearings Of course, the demand comes from the doctors who prescribe the use 
of the items. 
all of the e Case : ate . ae Se aw Y. 
ve talked ,. “AtS. Grirrirus. In the sole proprietary items, do you make sugges- 
‘ce levels, | ons that they have substitutes for those items that are equally good 2 
quilizers. | « Admiral Knickrrzocker. I suppose we could, now and then. I 
lar speci - don’t know. Ordinarily, a doctor wants a certain item by name. 
they al x at is what we go out and buy. Often it isa patented art icle, such as 
. General | ““tamycin, for instance. The patent is held by Pfizer & Co. We go 
 . bee out and buy Terramycin. ; at ok 
Maybe the Lederle people think that Aureomycin will do the same 
| thing. They do not come down and suggest that we buy Aureomycin, 
| because we buy a certain amount of that, too. 


‘ 
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Mrs. Grirrirus. The reason I asked the question is because ] 
understood from medical doctors appearing before another commit. 
tee that that is one of the most complicated problems now facing the 
medical profession, determining which of these things are of value 
to a particular patient. So I would say that the ability to write th 
specifications is handing somebody quite a lot of authority. 

Mr. Howirtetp. As I understand it, these specifications are developed 
by the Surgeons General and referred to you. It is not in yoy 
capacity. 

Mrs. Grirrirus. It is not in his capacity, no. 

Admiral KnickrerBocKker. We get into the specifications, as I say 
the mechanics and the size of the bottles, the size of package and the 
like—the general mechanics of preparing the standardization paper 
for approval by the Department of Defense. 

Mr. Ho.irretp. Your answer, then, to my question regarding ad. 
vertised bids was that there is very little difference in the prices, in 
the offers of the suppliers ? 

Admiral Knicxerrocker. Well, sir, no, not entirely. In some areas 
we do have very little variation; in other words, we have some with 
larger variations. Of course, you must remember that we are buying 
more than drugs and biologicals. I think you run into quite a spread 
in the surgical instruments, for instance, and in some of the other 


items that we buy that are susceptible to rather wide types of | 


variation. 

Mr. Hottrtetp. You may continue. 

Admiral Knickrersocker. We expect to obligate a total of about 
$65 million during the present fiscal year. 

(The chart referred to appears on p. 163.) 


SUPPLY EFFECTIVENESS 


Admiral Knickersocker. A composite view of the supply effective- 
ness of our wholesale system for 1958 shows an average of 96.8 per- 
cent. The dip in the curve—opposite page 18—in August 1958 is 
related to the Lebanon crisis workload and a contraction in the distr- 
bution system. That contraction occurred when the Air Force depots 
at Gadsden, Ala., and Topeka, Kans., were disestablished. 

(The chart referred to appears on p. 165.) 

It is not alarming when you consider that the lowest point on this 
chart is 95 percent. Incidentally, our system met its Lebanon require 
ments 100 percent and on time. 


The recent triservice study, which I mentioned earlier, developed 


from data gathered from wholesale depots and corroborated by con- 
suming activities, is most encouraging. It concluded that the supply 
support effectiveness of the Military Medical Supply Agency is excel- 
lent, and that the service rendered by MMSA to consumer activities 
is as good or better than that prior to our activation. 


EDP SYSTEMS 


We are still seeking ways to improve and speed up our supply 
management operations. Since June of last year we have been et 
gaged in a study to determine the feasibility of installing an electronic 
data processing system. Thus far, the functions considered mos 
applicable are publications, inventory control, and procurement. 


I suppose that we should have had procurement at the top of the 


list there: Stratification and services to our tenant activities. 
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Four major equipment manufacturers have made formal presen, 
tions of their proposals in accordance with MMSA specifications ani 
appropriate recommendations will be submitted to the Bureay 
Supplies and Accounts. 


QUALITY CONTROL 


Admiral Knickersocker. We have initiated and pursued a vig. 
ous quality control program designed to detect deterioration and 
screen ot recommend disposition of stocks. Material from industry 
is subjected to intense source inspection to insure the quality of py. 


terials entering our system. We have also instituted a program of | 


continuous instore surveillance. This is vital to our inflexible policy 

that only safe and reliable medical materials are provided to oy 

customers—the military services. 
(The chart appears on p. 166.) 


CATALOGING (FORMER STOCK LIST) 


Admiral Knicxersocker. We feel that we have made real progres 
in cataloging, and have completely revised the catalog format from 
the old numerical stock listing which had been developed in accord. 
ance with the Federal standardization program. ‘This old stocklis 
was designed primarily to aid supply management people. Young 
reserve doctors, for instance, had difficulty in locating the items they 
wanted to order. . 

I will not take the time to point out the disadvantages of the ali 
medical stocklist—they are many. We recognized the need for its 
redesign and I think you will agree after seeing the next plate that 
the new catalog is a vast improvement over the former stocklist. 

(The former stocklist referred to appears on p. 167.) 


CATALOGING (NEW CATALOG) 


Admiral Knicxersocker. Our new catalog places emphasis on use- 
fulness to the customer. Illustrations are interspersed throughout 
the text to help clarify and identify the items which are now classified 
according to their Federal supply classes in alphabetical order. In 
many cases, descriptive data has been expanded and most of the staple 
data has been confined to one location in the catalog. 

This new catalog of medical materiel, with its illustrated descrip- 


tive format, is geared to the needs of the customer. It is an effective | 


tool and I am happy to report that it has met with much satisfaction 
at all levels. 


(The catalog referred to appears on p. 168.) 
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OPERATING APPARATUS, EAR, NOSE AND THROAT 





With euxiliary-type aspirator. Complete with the following: 


Neme 

All-purpose atomizers 
Many-purpose atomizer.. 
Fine-spray atomizer....++ 
Powder blower - 
Syfinge@..cccvesccesesesescess 
MODUI I ZOr.cccccceseccccccsecccccccccscseccesceeee 
Wasal-cautery electrodes. .cccscccseserssssessuessy 2 
Eye-cautery electrode 

HED Bee ND—NED) cccccccccevcccccsesccsesecccece 1 
Laryngoscope and trans- 

Ubtuminating Sete. cccccsvcsescccccessedesessess 
Preumatic otoSCOpe.....seeseeees 
Clear medicament bottles... 
Amber medicament bottles, 
Vacuum sinus cleaner..... 
Suction Irrigator......«+-- 
Suction tonsil Clean@hessesccscecacesseeseeesees 








For replacement parts, order as follows 
Index No. or 


me Federal Stock No. 

Cautery electrodes, nasal... ..sseeseeees 4370 of 4380 
Atomizer DOCCIe. ccccccccsescccccccccecescccseces 1055 
Aspirator handle and tipS...cccccseees 6520-501-3515, 
6520-§01-3525, or 

6520-501-3530 

Cold-alr syringe nozzle and tubing..... 6520-542-1775 
or 6520-542-1955 

Incandescent tamp for otoscope.......-+ 6240-797-2650 


For eye-cautery electrodes, order Index No. 4325 and 4335. 
Unit of issue: Each 


r — = 
Index Federal Descriptive 
No. Stock No. Date 

on . . 


| 7705 *6515-328-2000 110 volt, 60 cycle, AC 
= —_ 
“For list of repeir parts, see Repair Parts Pamphlet No. 130 











AGENCY MANPOWER TRENDS 


Admiral Kyickersocker. Prior to the activation of MMSA, there 
were 129 military personnel and 751 civilians, or a total of 880 per- 
sonnel, performing functions which were transferred to our Agency. 
The initial personnel complement required upon activation of MMSA 
was 68 military and 593 civilian personnel, plus 63 civilians for 
functions transferred to other Navy activities, totalling 724. This was 
156 fewer personnel than previously required, Consolidation of 
stock and financial control functions, machine records, and some of 
the administrative services operations is largely responsible for the 
initial savings realized in manpower. 

(The chart is as follows :) 
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Admiral Knicxersocker. Since our activation, further operationg 
improvements have been made through function: al and organization) 
changes. We are currently operating with a total complement of ¢ 
personnel. This reflects a savings of 255 personnel. Of these, 11 
were civilian, and 81 were militar y: 

An estimated annual savings of approximately $1 million in 
sonnel costs has been realized as a result of these reductions. Add: 
tional savings in personnel will accrue from the forthcoming mop 
to our new location. 

MAJOR PROBLEM AREAS 


I do not wish you to get the impression that everything has hee 
“beer and skittles’ ’ during the past 28 months. Like any other inyg. 
tory manager, we have our share of problems. The day: -to-day brush 
fires and Friday afternoon crises are just about the same as in any Sup. 
ply demand control point and we take them in stride. 

Certain major problems, however, that confront the agency are no 
susceptible to easy solution. One of these entails coordination with th 


military services and the higher authority in the development a 


giudelines for the determin: ition of which mobilization assets are t 
be owned and prepositioned by the individual services, as opposed ty 
those to be retained in the single manager wholesale system. Related 
to this problem is the priority of allocation of single manager-ownel 


general mobilization reserve stocks during an emergency. “Who gets | 


what stoc k and how much when the bell rings? Is it “First come, firg 
served”? These are not simple problems. However, they are under 
active eaike by the Agency, the services, and the Joint Chiefs of Stadi | 
and we expect to arrive at an early satisfactory solution. 


The Operation Alert exercises have c aused us to be concerned over 


the restoration of industrial productive capacity. During the play oi 
these general war problems, the bulk of the medical industry was sub- 
jected to extensive theoretical destruction and only a small portion of 
the country’s needs for emergency supplies was available. While the 
stockpiling of raw materi ials is essential, it loses its value if the capa. 
bility of processing raw materials into finished products is detroyed. 
It appears that one answer lies in increasing the stock levels of sur- 
vival-type items at military retail and wholesale stock points. This 


problem is receiving close c ordination and study between and among 
DOD, OCDM. and the single manager. 
9 t t 


CONCLUSION 


To summarize this presentation, we at MMSA feel that. under the 
single manager plan for medical material, and I speak only for that 
commodity, consolidation of inventory and financial control functions 
has resulted in significant manpower savings. Refinements in our dis 
tribution system have reduced the number of medical supply depots 
and eliminated most of the cross-hauling of supplies and duplicatm 
of inventories. The consolidation of assets and pre-positioning of 
stock has assisted MMSA in maintaining a high degree of supply efle- 
tiveness, at the same time providing for a greater utilization of whole 
sale stocks and as good dispersal as can be expected with the facilities 
available. 
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Integration of our wholesale distribution system has accounted for 
an estimated savings of $865,000 annually, and a reduction of 173 

rsonnel. Economies resulting from a consolidation of storage space 
are estimated at $400,000 per year, and annual manpower savings In 
our building alone have amounted to approximately $1 million. We 
anticipate a further savings of about $325,000 annually as a result of 
the move to our new location. 

Certainly, we do not claim that all of these economies are the re- 
sult of the single manager plan. We like to think that part of this 

rogress results from good business management, and from improve- 
ments that BUSANDA is making in other programs. Significant 
advances have also been made in many areas of the Navy not under 
this management technique. However, the progress we have made 
in our own medical commodity area is extremely encouraging and 
justifies our belief in the single manager concept, properly applied 
to a commodity area having high commonality of usage among the 
three services. 

MMSA was fortunate in succeeding an established triservice, 
jointly staffed procurement activity, already active in consolidated 
procurement, standardization, industrial mobilization planning and 
cataloging. Thus, implementation of the unification concepts in- 
herent in the single manager plan has been relatively smooth in the 
field of medical material. 

Two factors contributing to this smoothness have been: first, the 
fine support received not only from our management bureau, but par- 
ticularly from the Surgeons General of the three services and their 
field personnel; and secondly, the harmonious relationship which has 
been fostered and maintained between MMSA and its tenant activities 
who administer the retail medical supply systems of their respective 
services at the user level. 

Although the single manager assignment is the responsibility of 
the Secretary of the Navy, our planning and operations to date rep- 
resent triservice cooperation and unification of the highest order. 
From the very outset, all hands have had a common objective—to de- 
vise an operation as simple and practical as possible within the frame- 
work of our charter and to make the plan work—effectively and 
economically. 

Thank you very much. 

I appreciate this opportunity to tell you about our agency up there 
in Brooklyn. 

Mr. Houirreip. That is a very complete report and we are happy 
tohaveit. We'll have a few questions. 

Admiral Knickrrnocker. Yes, sir. 

Mr. Houtrretp. Mr. Roback. 


ARMED SERVICES PROCUREMENT ACT 


Mr. Rosack. Admiral Knickerbocker, under the Armed Services 
Procurement Act, you are relieved from the obligation to have formal 
advertisement in procurement of medical supplies; are you not? 

Admiral Knickernocker. Yes, sir. 

Mr. Rozack. So that when you resort to formal advertising, you 
are proceeding as if you did not have that exemption. 

417425912 
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Admiral Knickersocker. We resort to formal advertising, Mr 
Roback, wherever possible. 

Mr. Rozack. Which is the essence of the Procurement Act in re. 

gard to advertising; that is, that negotiations should only be used jn 
Sethe and justifiable circumstances. 

Do you both advertise and negotiate on similar types of procure. 
ment ? 

Admiral Knicxerrsocker. I wouldn’t say so, no. 

Mr. Rorack. Do you have any justification when you resort to 
negotiations? 

Admiral KntckersocKker. Yes, we feel 

Mr. Rogpack. Do you have a written justification ? 

Admiral Knicxprsocxer. We feel when we do resort to negotiated 
procurement that we do have a justification for it. 

Mr. Ho.irtexp. I think he means, do you have to make a record of 
justifying your 

Admiral Knicxersocker. No, sir; not that I know of. 

Mr. Hottrrerp. It is a matter of judgment on your part. 

Admiral Knickerpocker. Yes, sir. 

Mr. Ropack. Is there anything i in the nature of this industry and 
your procurement responsibility “which suggests that this exemption 
from the act ought to be continued 

Admiral Knicxernocker. Well, I would say the act as it is now 
written gives us a much more flexible procurement policy. 

Mr. Rosacx. And all of the other procurement agencies envy your 
status in that regard, sir; they would probably say the same thing, 
but you have testified that you do not exploit that exemption. You 
follow the advertising method wherever possible. That is the sense 
of your testimony. 

Admiral Knickersocker. Yes, sir. 








SIMILAR BIDS 


Mr. Hottrtecp. You have also testified that it doesn’t do you very 
much good in many instances. 

Admiral Knickrreocker. Yes. 

Mr. Horirrevp. By inference at least. 

Admiral Knicxersocker. There are one or two instances; let’s say 
they are the exceptions to the rule. 

Mr. Houtrretp. How diligent are you in turning over these matters 
to the Department of Justice ? 

yelews KnickersocKer. We pass the information right along, sir. 

Mr. Hoxirretp. In every case where you get identical bids, or bids 
that you might deem to be collusive and not competitive ? 

Admiral Knicxersocker. Oh yes, sir. 

Mr. Horrrrecp. You turn them over, do you? 

Admiral Knickersocker. Yes, sir; this is an obligation of ours, sir. 

Mr. Hottrretp. How many such cases have you turned over in the 
last year ? 

Admiral KNniIcKERROcKER. Actually, the only two that I am aware 
of are the two that I mentioned, sir, ‘the meprobomate area and the 
tetracycline area. 
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Of course, our activities have provided a lot of information, of 
course, 10 connection with the Salk vaccine investigation, our agency 
or our predecessor. I know that we contributed some of the infor- 
Oe Tes; b had not complained to the Depart 

Mr. HowirteLp. Yes; | ut you had not complained to the Depart- 
ment of Justice on that Salk vaccine bid, had you? ; 

Admiral Knicxersocker. That, I do not recall, sir. I’d be glad 
to get that information for you. 

The information provided is as follows :) 


The Salk vaccine in question was contracted for by the ASMPA, the Agency 
which preceded MMSA. MMSA has assisted the Department of Justice by pro- 
viding all pertinent data from records transferred from ASMPA., 


Mr. Houirierp. Well, this committee would be interested in know- 
ing how diligent you have been in reporting bids which have the 
appearance of not being competitive, say over a period of time, over 
the period of your last fiscal year, and how many times you have 
reported that to the Department of Justice. 

Admiral KnickersockKer. I'll be glad to—— 

Mr. Hourrrecp. Furnish us tliat material ? 

Admiral Knickersocker. Furnish you that information, sir, as a 
matter of record, and I think I’m fairly accurate in the two instances 
that we mentioned. 

Mr. Hourrtetp. Would you furnish us a memorandum on those two 
instances ? 

Admiral Knickersocker. Yes; I'll be glad to, sir. 

(The information provided is as follows :) 

MMSA has discovered only two cases of suspected violations of the antitrust 
laws. One case, involving Charles Pfizer, E. R. Squibb, Bristol Laboratories, and 
American Cyanamid, in the procurement of tetracycline (a broad spectrum anti- 
biotic) was reported to the Chief of Naval Material by letters from MMSA dated 
May 2, 1958, May 19, 1958, June 30, 1958, and December 31, 1958. 

The other case involved American Home Products (Wyeth Laboratories) an 
Carter Products, Inc. (Wallace Laboratory) in the procurement of meprobromate 


(a tranquilizer), and it was reported to the Chief of Naval Material on July 21, 
1958, and February 9, 1959. 

The Intergovernmental Relations Subcommittee of your Government Opera- 
tions Committee has inquired regarding procurements of Metapon and Prima- 
quin. MMSA is currently reviewing its records on these procurements. No 
violations were suspected at the time of procurement, and subsequent review of 
the documents has not established any irregularities in these relatively small 
dollar value procurements. 


No other cases have been found or reported in the last fiscal year. 


PROCUREMENT FOR OCDM 


Mr. Rosack. Admiral Knickerbocker, do you procure medical sup- 
plies for the Office of Civil and Defense Mobilization 2 
_ Admiral Knicxersocker. Yes, sir. We thought that they were go- 
ing to be our biggest customer when we first went into business, in 
the fiscal year of 1957. They had about $45 million to spend then. 

Mr. Ropack. Medical ? 

Admiral Knicxrrnocker. Yes, sir; we were prepared, as part of 
our mission, to procure their requirements. Then it fell off. Now, 
currently, this year 
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Mr. Hottrretp. Did it fall off because of lack of procurement al 
their part or did they do their own procurement? i 

Admiral Knicxersocker. No, sir; it fell off because of lack y 
funds appropriated to them, sir. 

This year they have, I think, something like $12 million to Conver 
their blood plasma to serum albumin, and we are currently engagyl 
in working that out with them and with the half dozen laboratorix 
who will perform this work. 

Mr. Rosack. Are the supplies which you procure for that ageng 
stored and distributed by them? ° 

Admiral Knickersocker. Yes, sir; they are stored at various poing 
about the country. 

Mr. Rosacx. Not in any installations under your jurisdiction? 

Admiral Kyicxersocker. No, sir; not under mine, but some g 
them are stored in military installations. I think the Naval Supph 
Depot at Clearfield, does it not 

Yommander Vorcert. Yes, sir. 

Admiral Knickersocker. Has quite a lot of OCDM stuff, 

Mr. Rosackx. Who has the responsibility for stock rotation ani 
maintenance and the integrity of the stock ? 

Admiral Knicxersocker. They do, sir. 

Mr. Ropack. Even when they are stored in an Army depot? 

Admiral Knickersocker. Yes, sir. 





STOCK ROTATION PROBLEMS 


Mr. Rosack. Now, in the case of the blood plasma type of stock, 
which has a shelf life, do you have any knowledge of the deterioratia | 
rates and replacement problems ? 

Admiral Kwnickerrocker. That is something that is under study 
right now. Our records show, as I recall, that blood plasma itself 
has a shelf life, under average storage conditions, of about 5 years, 

Now, serum albumin has a shelf life of 3 to 5 years. We think, 
however, that that can be extended to about 8 years, or maybe mor, 
under optimum refrigeration conditions; and we are now working m 
that project. 

Mr. Rozacx. Well, do you have separate responsibility for mainte 
nance of such supplies and seeing that there is proper rotation! 
That is, separate from any responsibility that you have to the Offic 
of Civil and Defense Mobilization ? 

Admiral Kwnickersocker. Well, yes. Our responsibility for the 
storage and maintenance of the DOD blood stockpile is entirely sep 
arate and apart from OCDM’s. 


LIAISON WITH OCDM 


Mr. Rosack. What kind of working relationship do you have, i! 
any, with that office outside of civil defense supplies ? 

Admiral Knicxersocker. Well, we visit back and forth— 

Mr. Ropack. Do you have a mobilization responsibility ? 

Admiral Kynickersocker. No, but we have an industrial mobilizs- 
tion plan of our own, and I believe that they are a little bit inter 
ested 
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Mr. Rosack. Their interest is above the level of your concern? 

Admiral KNICKERBOCKER. Well, my assistant, Commander Voegeli, 
says they were interested in it but he thinks they 

Mr. Rosack. Thinks the interest is diminishing. 

Commander Vorceri. Yes,sir. _ 

Mr. Rosack. In any event, that is above the level of your concern. 

Admiral Knickersockerr. Well, we might try to assist them in any 
way that we could, but it is outside of our responsibility; yes, sir. 

Mr. Ropackx. Do you participate in these Operation Alert exer- 
cises in any way / 

Admiral Knickersocker. Yes; we do. We anticipate as fully as 
we can. ‘ ; . 

Mr. Rozack. Do you have exercises which have to do with provid- 
ing medical supplies to mass casualties ? 

Admiral Knickerpocker. Yes, sir, they have problems that they 
give us and we are planning on actually trying to handle these prob- 
Jems from our relocation point this summer. 

Mr. Rosack. Do you have any publicly available statement of the 
comparative amounts of supplies stocked in this country by both the 
military and that agency ? 

Admiral Knicxersocker. I think that the Office of the Assistant 
Secretary of Defense (Health and Medical) would probably have 
some information on that—well, my systems planning officer says he’s 
got information down in his shop on that. 

Mr. Rozack. Well, you can supply that to us. 

Admiral Knickersocker. Yes, sir. 

(The information requested was supplied for the subcommittee 
files. ) 





MANUFACTURING ACTIVITIES 


Mr. Rozack. Do you procure eyeglasses ? 

Admiral Knickrersocker. Yes, sir. 

Mr. Ropack. Does the Army still manufacture eyeglasses ? 

Admiral Knickrersocker. Yes, sir; we have 

Mr. Rozack. There has been no change in that activity ? 

Admiral Kwickersocker. Only to the extent that I believe one 
manufacturing activity was disestablished. We have three now, one 
at the Army General Depot, Sharpe. That, of course, is operated 
by the Army. One at the Cheatham Annex of the Naval Supply 
Depot, Norfolk, operated by the Navy. And another one operated by 
the Army out in St. Louis. 

Mr, Ropack. Those are maintained ? 

Admiral Knickersocker. Those are; yes, sir. 

Mr. Rosack. That is, still operating. 

Admiral Kyickernocker. Yes, sir. 





SUPPLY EFFECTIVENESS 


Mr. Rozack. You spoke about your 100 percent supply in the Leba- 
hon crisis. Did the dip in supply effectiveness result from or reflect 
the fact that you had to slow down on other types of supplying 
activities ? 

Admiral Knicxrrsocker. Oh, I think that that might be. We may 
have slowed down a little. You remember, the dip was only about 
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1 or 2 percent. We had to work pretty fast to get certain medig 
maintenance units for the Army assembled and then certain ypi, 
that we had—that had to be moved to the seaboard, to tidewater, {, 
the Marine Corps. id 

Mr. Rosack. I was trying to find out whether the supply effectiy, 
ness, which seems to be a judgment of the customer or using gop. 
ice, was not only 100 percent in performance but in customer satis 
faction. 

Admiral Knioxersocker. Well, we measure supply effectivens 
percentagewise in the amount of items that are available from sto, 
and furnished by the date the material is required. 

Mr. Rosack. As far as you are concerned, you did furnish al] ». 
quirements on time in the Lebanon crisis? 

Admiral Knickersocker. Oh, yes; all of the Lebanon requiremeni 
were met 100 percent. 

Mr. Rozack. They were 100 percent fulfilled. Was there q 1) 
percent customer satisfaction ? 

Admiral KnickrersocKer. Well, we had a nice letter of commen. 
tion on it, so I guess the customers were satisfied, sir; and I'd lik 
to point out that, at that particular time Gadsden and Topeka wep 
being phased out and Louisville was taking over the responsibility 
for Topeka and the Army General Depot at Atlanta was taking ov 
the responsibilies of Gadsden, so there was a change, a contractioy 
going on within the system at that particular time. They just hy.’ 
pened to coincide. 

EDP SYSTEMS 
| 

Mr. Daun. Admiral, do you require an electronic data processing 
system to evaluate bids in your procurement ? 

Admiral Knickersocker. May I ask the chairman of my comnit 
tee to answer that? Commander Voegeli has headed up a study 
group that has been working for almost a year. ’ 

Commander Vorcett. Utilization, within my experience, of EDP¥ 
for bid evaluation is that it is generally effective when bids are r 
ceived from many bidders, when the terms therein are quite compli 
cated, when delivery, destinations, and quantities produced are spec 
fied in different price increments, and where Government-furnishel 
material is involved. I’m giving you the most complicated on 
which I think you will find in the textile agency at Philadelphia, 

ASTAPA, the former, defunct, purchasing agency for textiles and 
clothing, with the Navy, developed the use of a computer for bil 
evaluations, using the National Bureau of Standards computer. 

Programing it was difficult. It took about 5 months but onee it 
was programed, consider these savings. Where it once took 1,8 
man-hours of bid evaluation, it then would only take just about a1 
hour. An hour and a cost of, we'll say, $100 versus the 1,800 man- 
hours previously taken. 

One thing it does guarantee—the machine insures compliance with 
procurement regulations that bids are awarded to the lowest qualified 
bidder. 

Now, we can probably utilize bid evaluation to a lesser degre 
because our bids are not quite that complicated—I should say ou 
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tenders. We expect to use our EDPM for publications, particularly 
in stock control and in all the other functions that we perform at 
MMSA, including services to our tenant activities at the retail offices. 
Mr. Daur. The answer is, your commodity area does not par- 
ticularly require this for bid evaluation. _ 
Commander Vorcet. ‘That wouldn’t be its primary use; no, sir. 


MMSA ANNUAL OPERATING COST 


Mr. Dauttn. I don’t believe you have stated what your operating 
cost is, Admiral. Do you have that? 

Admiral Knickrersocker. Yes, sir; I have that. 

Our annual operating cost for 1958, our total budget, was $3,408,- 
110. Weruna little over $800,000 a quarter. 

Now, as I pointed out earlier in my presentation, we make maxi- 
mum utilization of common services that are available at other Navy 
activities in the area. 

For instance, the Naval Supply Depot at Bayonne provides fiscal 
accounting services, including our civilian payrolls. 

Eighty cents of the operating dollar is payroll cost; 4 cents is 
material; 1 cent is travel; 2 cents is industrial mobilization contracts; 
then 13 cents for other costs, mainly for the rental of our EAM 
equipment, communications, et cetera. 

While I am on this subject, it might be interesting to note—and 
I guess you are all aware of it—that the trend of salary costs has been 
consistently upward. 

Now, upon our activation, the average annual salary was $4,642. 
At present, it is about $5,310. Recent pay raises and a large number 
of agency technical and professional personnel, I think, account for 
this high average annual salary. Of course, in order to compensate 
these rising personnel costs, we feel it incumbent on us to embark 
on active management programs, work methods, mechanization pro- 
cedure, organizational changes, and that sort of thing. 

I might add that overtime is used only to meet extreme emergency 
requirements. 

Mr. Daun. Admiral, you speak of publications. Is there a sep- 
arate joint publications agency still in existence, or is there another 
medical publications agency ? 

Admiral KnickersocKker. Not in the inventory control field; at 
least not in our wholesale field. 

Mr. Dantin. You have the responsibility for that? 

Admiral Knickersocker. Yes, sir. 


REQUIREMENTS COMPUTATION 


Mr. Daun. Admiral, how far into the job of requirements com- 
putation does your agency get? 

Admiral Knickerrocker. Well, we receive the gross requirements 
from the three services. This is gross mobilization requirements. 
They also advise us of their assets. This is not on an annual basis. 

Mr. Dauttn. Do you often have occasion to comment on the re- 


quirements submitted to you, sir, as being unrealistic, or for any other 
reason ? 
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Admiral Knickersocker. Now and then we comment on them, 
We find things that seem to us to require a little further explanation, 
Sometimes, the services explain the figures to our satisfaction, 

Mr. Rosack. Is that the problem adverted to, Admiral Knicker. 
bocker, when you talked about the problem of who owns the mobiliza. 
tion stocks? Or is this just a question of overstocking on operating 
requirements ? 

Admiral Knickersocker. Oh, no, sir. There is a problem on hoy 
to allocate our reserve stocks. 


STOCK OWNERSHIP 


Mr. Ropacx. Well, who has the ownership of the reserve stocks 
by regulation, do you have it ? 

Admiral Kwnickersocker. Well, there are certain pre-positioned 
stocks that are already owned by the services, and we have specific re. 
serve stocks which we pre-position even though they are owned by us, 
They are marked for the specific services to meet certain plans of 
theirs. 

Mr. Rosack. In other words, you don’t know what is wholesale 
and what is retail in this area ? 

Admiral KnickersocKer. Oh, yes; we have it broken down on ou 
stratification and we also have these pre-positioned or specific reserve 
stocks coded so we know what’s earmarked for whom. 


Mr. Roracxk. Well, are the retail stocks pre-positioned in wholesale 


storage places ? 


Admiral Knickersocker. No, sir. That information is available 
to us upon our request. It is at post, camp, station level, and over. | 


seas, in the retail storage areas of the services. 
PURCHASES FOR OTHER AGENCIES 


Mr. Ropacx. I intended to ask you before, Admiral Knickerbocker, 
for what civil agencies besides the OCDM do you procure supplies! 

Admiral Knickrersockrer. We are under an agreement with the 
Public Health Service where we are making available our distribution 
system to them for certain selected items. It is not very much. | 
think it runs about $300,000 a year. 

Mr. Rosackx. Nothing with the Veterans’ Administration ? 

Admiral Knickersocker. No, sir; we did some chemical testing for 
the Veterans’ Administration but we had to give them notice of termi- 
nation of that agreement when this move came up. 

We may get back into the chemical testing for them later on. 

Mr. Ho.irretp. Do they have separate medical procurement sys- 
tems ? 

Admiral Knickersocxer. Yes, sir; they do and I understand they 
have three large depots and procure almost as much medical material | 
as we do. I think they have something like 183 veterans hospitals 
sir, to supply. 

Mr. Hotirrievp. Is there any reason why those functions couldnt 
be put together ? 

Admiral Knickrersocker. We don’t see any reason, sir. 
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Mr. Horrrmxp. If they were put together, would there be a saving 
‘n distribution and stocking and so forth, or would it just be an 
addition ? i 

Admiral Knicxersocker. Well, I think, generally speaking, you’d 

et savings in more or less the same areas that we got them when we 
went into operation, Mr. Chairman. ‘sida 

I won't say that we haven’t kicked it around a little bit in informal 
discussions. ar A. 

Mr. Rozack. The situation is that the military do not mind doing 
that job for the civilians, but they don’t want to have the civilians 
doing that job for the military in any sense. 

Admiral Knicxersocker. Well, of course, I think you have covered 
that pretty well yesterday when you were talking to Mr. Riley, and I 
am inclined to agree with Mr. Riley on that, sir. 

Mr. Hourrrevp. Well, thank you very much, Admiral, you have 
given us a lot of good material this morning to chew on and I think 
you are doing a good job. a 

Admiral Knickxersocker. Thank you very much, Mr. Chairman. 

Mr. Houirmrp. Anything the committee can do to strengthen you, 
why we want to do it. 

Admiral Knickxersocker. Thank you, sir. 

(The MMSA reply to the subcommittee questionnaire follows :) 


REPLY TO QUESTIONNAIRE OF THE MILITARY OPERATIONS SUBCOM- 
MITTEE OF THE HOUSE COMMITTEE ON GOVERNMENT OPERATIONS 


Prepared by the Executive Director, Military Medical Supply Agency, May 9, 1959 


1, Name of the agency. Military Medical Supply Agency. 

2. DOD Directive chartering the agency. DOD Directive 5160.16 of May 4, 
1956. 

Have all functions assigned by the charter been assigned to the Executive 
Director? Yes. 

3. Executive Director. William L. Knickerbocker, rear admiral, Supply Corps, 
U.S. Navy. Date of appointment as Executive Director April 12, 1956. 


Prior duty assignments 

















Inclusive dates | Locality | Duties 

June 1948 to January 1951__....| Bureau of Ordnance, Washington, D.C__-- Senior supply officer. 

January 1951 to July 1951 ..| Armed Forces special weapons project : | Plans group (J-4). 

August 1951 to January 1953___| Joint Task Force 132_. ei ...| ACoS Log (J-4). 

February 1953 to June 1954____| Joint Task Force 7_- Do. 

July 1954 to December 1954....| Commander Service Force Pacific__- Fleet and force supply 
officer. 

December 1954 to May 1956. .-| U.S. Naval Supply Activities, Brooklyn, N.Y | Commanding officer. 

June 1956 to present _____.___- Military Medical Supply Agency, Brooklyn, | Executive director. 

aes 





| 


4. Brief history of the Agency. The Department of Defense, by DOD Direc- 
tive 5160.12 of January 31 1956, established the basic pattern of organization and 
procedures for single manager assignments for a common use items or common 
service activities within the Department of Defense. 

The nomination of Rear Adm. W. L. Knickerbocker as the Executive Director 
under the single manager assignment for medical material was approved by the 
Secretary of Defense in April 1956. Shortly thereafter, Secretary of Navy 
instructions established the Military Medical Supply Agency, set forth its mis- 
sion, and assigned management control to the Chief, Bureau of Supplies and 
Accounts and technical control to the Chief, Bureau of Medicine and Surgery. 
The Agency’s mission was subsequently modified in further detail by the Chief 
of the Bureau of Supplies and Accounts. 
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It was during the period of May to December 1956 that, under the le 
of the Executive Director of the Military Medical Supply Agency, the a 
plans for the operating agency for the single manager assignment for 
and dental material were developed and approved. These plans inely 
velopment of internal and external operating directives, initial Navy st 
and maintenance and operating budgets, structural and function 
charts, staffing requirements, the single manager medical 
and the transferring and training of personnel. 

The Military Medical Supply Agency was activated at 84 Sands Street 
Brooklyn, N.Y., on January 1, 1957, at which time medical stocks stored jn the 
Navy wholesale system were capitalized in the single manager medica] materi 
division of the Navy stock fund. This initial capitalization amounted to $125. 
129,341. Medical stocks stored in Army and Air Force wholesale depots (ex. 
cept about $9.4 million of Air Force prepositioned stocks) were capitalizeq in 
the amount of $190,172,513 on April 1, 1957, for a total initial stock fund aSsets 
of $315,301,854. 

The complete implementation of the single manager medical materia] assign. 
ment was accomplished by July 1, 1957. Structural and functional organization 
of the Military Medical Supply Agency has undergone little change since jts 
inception. : 

The combining of stock status reporting, centralization of financial contro 
and the computation of requirements for the three services at one time has 
resulted in effective utilization of reduced personnel staffing. Current planning 
dictates relocation of MMSA which will result in additional savings in persop. 
nel and operation through the further consolidation of common service functions. 

Under the single manager plan for medical material, significant manpower gay. 
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ings resulted from the consolidation of inventory and financial functions. Much | 
of the cross-hauling of supplies and all of the duplication of wholesale inventories | 
were eliminated by refinements in the medical wholesale distribution system jy _ 


which seven points were disestablished. 


The Agency was fortunate in succeeding an established triservice jointly 
staffed procurement activity, already engaged in joint procurement, standardizs. | 
tion, industrial mobilization planning and cataloging. Thus, implementation of | 
the unification concepts inherent in the single manager plan was relatively smooth | 


in the field of medical material. 

Two factors which contributed to this smoothness were: first, the fine support 
received from the Surgeons General of the three services and their field person- 
nel; and second, the harmonious relationship which has existed between MMSA 
and its tenant activities who administer the retail medical supply systems of 
their respective services at user level. 

Although the single manager assignment is the responsibility of the Secretary 
of the Navy, the planning and operations to date have represented triservice 
cooperation and unification of the highest order. 

Agency which preceded the single manager agency, if any. Armed Services 
Medical Procurement Agency; Navy Medical and Dental Supply Office; Army 
Medical Stock Control Office; Air Force Medical Requirement and Stock Con- 
trol Office. 

Difference in authority and mission from prior agency. Under the Armed 
Services Medical Procurement Agency, one of the organizations which preceded 
the Military Medical Supply Agency, the supply operations of the military medi- 
eal services were unified only in the functions closely allied with procurement, 
eataloging and industrial mobilization planning. The functions of inventory 
management, financial control, requirements determination and materiel distri- 
bution were responsibilities of the individual services under the: Navy Medical 
and Dental Supply Office: Army Medical Stock Control Office; and Air Force 
Medical Requirement and Stock Control Office. 

Under the single manager concept of control of wholesale inventories all of the 
foregoing functions are consolidated. 

5. Eatent of authority granted in relation to whole supply functions as to this 
commodity area. Adequate to fulfill its mission. 

Is authority granted sufficient to improve and lessen cost to the Government 
with respect to this commodity, on the basis of the Agencu’s experience? Yee. 
(Specific economies are indicated in response to question 15.) 

6. Command channels from the Agency or Executive Director to the single 
manager: military, administrative, fiscal, working, management. The attached 
organization chart indicates the single manager organization for the Military 
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Medical Supply Agency. The chart appears at p. 146 of Admiral Knickerbocker’s 
testimony. ) : 

The Department of Defense Secretaries who have primary interest are the 

nt Secretaries for Health and Medical, Comptroller, and Supply and 
stics. The Secretary of the Navy is the single manager for medical material. 

His Assistant Secretary having the greatest interest in Agency operations is for 

erial. 

mUMSA is under the management control of the Bureau of Supplies and Ac- 
eounts and the technical control of the Bureau of Medicine and Surgery. Military 
and coordination control stem from the Chief of Naval Operations through the 
commandant of the 3d Naval District. The three blocks on the lower right of the 
ehart represent the three service medical material offices with whom medical 
supply plans and requirements are coordinated. 

The Armed Services Medical Materiel Coordination Committee (ASMMCC) 
consists of one representative of each of the three Surgeons General. Under its 
charter, DOD Directive 5160.25 dated March 23, 1957, the Committee advises the 
Bureau of Medicine and Surgery in the implementation of its technical control 
functions within the scope of the single manager assignment for medical materiel. 

Is the Agency’s place in the departmental organization appropriate to the 
task? Yes. 

Does the place in the organization of the Department affect the authority of 
the Hwecutive Director? The Executive Director’s place in the organization is 
adequate to fulfill his responsibility. 

Does it affect the Agency’s efficiency? No. 

7. Agency’s mission. To meet the supply support requirements of the military 
services for those items for which material responsibility is assigned to the 
single manager for medical material. 

8. Agency’s actual task description. This agency, subject to the direction 
of the Chief, Bureau of Supplies and Accounts, the overall guidance of the 
Secretary of the Navy, and the policies and programs of the Office of the Secre- 
tary of Defense, will— 

(a) Exercise direction and control of continental wholesale medical material 
supply operations which include the responsibilities of— 

Cataloging 

Standardization (as delegated by higher authority) 
Inventory management 

Procurement 

Production 

Inspection 

Storage 

Personnel training 

Transportation 

Maintenance 

Mobilization planning (including industrial mobilization planning) 

(b) Exercise financial management for the single manager medical materiel 
division of the Navy stock fund which includes, but is not limited to the fol- 
lowing : 

(1) Performance of Navy regional account type functions with respect to 
audit of stores returns and financial inventory control reports. 

(2) Preparation of consolidated returns, and maintenance of accounting 
ledgers and subsidiary financial records necessary for the submission of 
financial statements. 

(ec) Provide supply support to the Office of Civil and Defense Mobilization, 
Veterans’ Administration, Department of Health, Education, and Welfare (Pub- 
lie Health Service), and other Government agencies to the extent agreed upon 
or as directed by higher authority. Provide technical and laboratory services 
for the Veterans’ Administration. 

(d) Perform such technical functions as are assigned by higher authority. 

Are operations entirely in the Zone of Interior or do they extend overseas? 
Operations are currently limited to the Zone of Interior. Specifically, the 
single manager medical distribution system provides supply support to military 
installations throughout the world; however, its responsibility for delivery of 
material and transportation cost ceases at the tidewater port or air terminal. 

Is the Agency organized to operate efficiently in limited war conditions? 
Yes, An abstract from the Assistant Secretary of Defense (Supply ad Logis- 
ties) memorandum of September 18, 1958, to the Secretary of Defense evalu- 
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ated the performance of the single managers for medical material during th 
Middle East emergency (Lebanon crisis) as follows: . 

“The Navy managed Military Medical Supply Agency (MMSA) met all de. 
mands on the dates material was required with 100 percent effectiveness 
Using precut requisitions Army medical maintenance assemblages were sup 
plied within 24 and 48 hours of demand. Demands for Navy combat resuppl 
blocks were met 100 percent well in advance of the short deadlines imposeq.” y 

9. Organization. Headquarters organization: Brief description of functions 
performed by each element of organization. See MMSA organization chart, pre. 
ceding page. [The chart appears at p. 147 of Admiral Knickerbocker’s testi. 
mony. | 

System Planning Department: Develops, coordinates, prepares, and distributes 
policies and procedures for operation of the wholesale stock system. Maintains 
liaison and assists depots in implementing policies and procedures. Programs 
operation of system under peacetime, mobilization, and wartime conditions jp. 
cluding surveillance over stockpiling and wartime production of medical supplies, 

Stock Control Department: Controls depot stocks in accordance with estgp. 
lished requirements; initiates replenshment, distribution, and redistribution of 
wholesale stocks; supervises building of assemblies; supervises foreign aid de. 
mands; processes defective material and excess stock; and furnishes BAY 
services for service retail offices. 

Purchase Department: Advertises and procures medical materials for the 
MMSA wholesale system and undertakes direct procurement of materials for 
other Government activities. 

Technicai Department: Develops specifications and technical evaluation meth. 
ods and procedures; administers material standardization program; provides 
laboratory testing service for inspection and surveillance programs; supervises 
and trains personnel for field inspection ; and processes and implements eatalog. 
ing functions. 

Comptroller Department: Develops Agency NSF and M. & O. Budgetary rm. 
quirements; administers accounting function for these funds; utilizes financial 
information generated for review of inventory management; and administers 
an internal review program. 

Administrative Services Department: Administers agency personnel, commu. 
nication, and housekeeping functions. 

Are there any personnel staffing problems? No. 

Estimated number of personnel performing the functions the Agency now per- 
forms, prior to creation of the Agency? Military, 129; civilian, 751, total, 880, 

Has the Agency recommended abolishment of agencies offices or personnel 
positions in the same or other service which have duplicative functions? Dupii- 
eate functions were eliminated as a result of the activation of the Agency and 
by changes in the missions of the inventory managers of the military services, 
which in turn resulted in reduced staffing of personnel. 

If not, whose responsibility is it to make such recommendations? Has ail 
such elimination of duplication been effected at this time? See answer above, 
Continuous review is made to standardize reporting procedures, wherever ap- 
plicable, between the various service depots. 

Suborganization, if any. None. 


10. State relationships with other single manager agencies, and with head- | 


quarters of other departments. 

Other single manager agencies: Through the exchange of quarterly operating 
reports and from time to time informal meetings with the executive directors of 
other single managers. 

Other departments and agencies: (a) Army, Navy, and Air Force require 
ment offices: For obtaining the mobilization requirements and retail system liai- 
son and coordination of operating procedures. 

(b) Office of Civil and Defense Mobilization: For providing services for the 
procurement of medical material on the basis of mutual agreement. Active liai- 
son is conducted during the course of operation alerts. 


(c) U.S. Public Health Service: Provide supply support to the U.S. Public | 


Health Service for selected items in the Armed Services Medical Stock List. 
(d) Food and Drug Administration and National Institutes of Health: For 
inspection of selected items of medical material as may be required. 
How are transactions arranged and funded between agencies? By means of 
service agreements and upon request. All transactions are made on a cash sale 
basis. 
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11. Requisitioning and purchasing. Do MIPR’s or other requests for the com- 
modity area come from a single service source? _MIPR’s are not used as a 
medium to place demands on the Agency for medi ‘al material. However, re- 
yests for special programs, such as military assistance program, are submitted 
a a single source within a military service ; namely the Office of the Surgeon 
general of the Army. Material is furnished from stocks or procured under 
phased procurement procedures whenever practicable. ; 

Are service requisitioning officers located on the same premises? Peacetime 
operating stock requirements for wholesale system are determined by MMSA. 
All other requirements are placed through the Surgeons General representatives 
jocated on the same premises. ; RR 

What interservice agreements, procedures, and instructions are used by mili- 
tary departments for computing and coordinating requirements prior to submis- 
sion of MIPR’s to the Agency? The military services do not submit MIPR's to 
the Agency for their requirements. In accordance with the DOD Directive 
5160.16, the military services submit to the Agency on a cyclical basis statements 
of peacetime and mobilization requirements. Retail and consumer activities of 
the military services obtain their requirements by placing requisitions citing 
funds directly on SM depots. ; ; 

2 Inventory control points. How many depots handle this commodity? The 
attached chart indicates the single manager distribution stock points. [The 
chart appears at p. 151 of Admiral Knickerbocker’s testimony. ] All Stocks of 
MMSA are handled by 12 depots; 5 Army, 6 Navy, and 1 Air Force. Except for 
one Army depot at Louisville, all are general depots of which medical material 
comprises but one segment of materials handled. Seven depots are primary 
stock points (round dots indicated on the chart) handling only the fast-moving 
items of which there are approximately 1,450. These items account for 90 per- 
cent of item demand and 81 percent of dollar sales. Two depots provide only 
storage facilities for mobilization reserve stocks. The remaining three depots 
(triangles indicated on chart) handle the full range of items and function as 
direct issue and redistribution depots. 

How many inventory control points have inventory of this commodity area? 
In support of the medical material requirements of the retail distribution systems 
and end consumers of the military services, the MMSA is the only wholesale 
inventory control points for single manager assigned medical and dental ma- 
terial; both inventory and financial control are exercised. 

The military services exercise financial inventory control for stocks of medical 
and dental material carried in their respective retail distribution systems. Each 
has a single oflice for this purpose. 

Does the Agency have available information on inventory worldwide? The 
Agency has available financial information on medical inventories worldwide 
as reflected in the retail stock fund accounts of the military services and in the 
single manager medical division of the Navy stock fund. Further, from in- 
formation supplied annually by the military services for MMSA’s stratification 
program worldwide inventory of medical material itemwise is developed. 

13. Inspection. Does Agency inspect stocks? Is not, what service or unit 
performs the function? Normally, MMSA does not make physical or chemical 
inspection of material on receipt from contractors. The service of the Inspector 
of Naval Material is utilized to provide source inspection at contractor’s plants. 
However, liaison training of their inspectors in the inspection of medical ma- 
terial is provided by MMSA as is laboratory testing where required. Some 
laboratory testing service is provided for or procured from other Government 
agencies or services. For example, the National Institutes of Health, Walter 
Reed Army Medical Center, and the Bureau of Standards. Surveillance of 
owned stocks is conducted by depot personnel in accordance with criteria and 
procedures developed and administered by MMSA. Laboratory facilities of 
MMSA are utilized as necessary. 

14. Funding. Is the agency on a stock fund? Funding for the support of 
those items under the cognizance of the single manager for medical material 
is provided under an administrative division of the Navy stock fund distinct 
from that division which supports all other categories of stock fund material. 
The single manager medical material division is further divided into two budget 
projects, as follows: 


_ Project 50: Medical and dental material under the cognizance of the 
single manager. 


Project 51: Blood plasma and related items (DOD stockpile). 
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The Military Medical Supply Agency, as the operating agency of the gj 
manager, performs project accounting, property accounting, budgeting, ele 
financial reporting in accordance with the procedures established by Devas 
of Defense Directive 7420.1, Subject: Regulations Governing Stock eat 
Operations. Fund 
Are all departmental users of the commodity group funded similarly? 
individual retail medical distribution systems are funded under the stock f 

of their respective services in accordance with the provisions of DOD Dives 
7420.1. [See app. A.] ive 

Is funding an essential element in the efficiency of operations? Yes. 

Describe procedures by which service funds are obligated if Age 
hold stocks or provide services directly. Funds of the individual Services are y 
obligated by MMSA. Navy stock fund moneys suballocated to the Military Medi. 
"al Supply Agency by the responsible bureau (BuSandA) are utilized in a 
“ases. 

15. Significant accomplishments since organization of present Agency. 
lining of wholesale distribution system and elimination of duplic 
facilities. 

Disestablishment of seven medical supply stock points. 

Supply effectiveness maintained an average 96.8 percent during 1958. 

Stock turnover rate for fiscal year 1958 was 4.91. 

Personnel staffing has been reduced by 28 percent from stafling utilized prior 
to activation and 14 percent since activation. 

Storage space in the amount of 764,000 square feet has been released for other 
uses. 

For all practicable purposes crosshauling of material has been eliminated. 

The new catalog of medical material, designed to meet customer needs, hag met 
with favorable response at all levels. The introduction and four FSC catalog 
classes have been printed and distributed. 

Significant progress has been made in standardization and item reduction 
program. 

Industrial preparedness measures progressed most satisfactorily. Items op 
X-ray, diagnostic, and treatment equipment were developed as well as plastic 
substitutes for critical material. 

Catalog processing time for newly developed items has been reduced from &7 
days in 1957 to 48 days in 1958. 

Training of 65 Government inspectors in testing medical material has been 
conducted since activation. 

A comprehensive instore quality control manual was prepared and distributed 
covering inspection and storage criteria for approximately 6,000 items. 

Specifications have been prepared and submitted to prospective manufacturers 
for a proposed electronic data processing system. 

Procurement processing time has been reduced from 60 to 45 days. 

Has the Agency been able to reduce cost to the Government of the commodity? 
Purchase prices obtained by MMSA are on par with those prices paid by 
ASMPA under current market conditions and less than those prices paid by 
General Services Administration and the military consumer when locally buying 
the same item. 

Has the agency been able to reduce the overhead cost to the Government? 
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Improved the time interval between requests and distribution to the user? 
The normal processing time required to effect purchase action has been reduced 
from 60 to 45 days. 

Predecessor agency (ASMPA) approximated 90 days. 

Average time to convert stock requirements to purchase request 60 days. 

Individual services time to convert stock requirements prior to MMSA is un- 
known. 

Reduce the number of unnecessary items in stock? There has been an 18.4 per- 
cent reduction in items from April 1, 1957, to September 30, 1958, bringing the 


total 
ductic 
of bei 
Pro 
carrie 
of sto 
is ass 
ties ¥ 
Sto 
pots, 
is mat 
By 
fast-1 
point: 
full r 
tory i 
to 81 
Bri 
(the 
items 
ment: 
items 
stock 
ordin 
exam 
NSD 
in M 
movi 
fast- 
appli 
Ka 
const 
point 
of sti 
proet 
Ge 
supp! 
age 1 
nitti 
16. 
Servi 
Mant 
to tir 
17, 
oper 
modi 
and ; 
catio 
emin 
Do 
time 
ment 
best 
Surg 
18, 
area: 
Offie 
istra 
W 
to fo 


does not 
S are not 
iry Medi. 
od in all 


Stream. 
> storage 


ized prior 
for other 
lated. 

s, has met 
C catalog 


reduction 


Items on 
as plastic 


d from 87 
has been 
jistributed 


ufacturers 


ymmodity? 
s paid by 
s paid by 
lly buying 


ment? 


Annual 
ated savings 


$1, 052, 000 


865, 000 
390, 000 
323, 000 


| the user? 
en reduced 


() days. 
MSA is un- 


an 18.4 per- 
ringing the 


MILITARY SUPPLY MANAGEMENT 185 


total down from 11,585 items to 9,470 items. The majority of items was a re- 
auction in repair parts of 1,545 items. There are 552 more items in the process 
of being transferred or deleted. ae 

Properly locate and maintain control of stocks ? Of the 9,470 items normally 
carried in stock in the distribution system, only 11 items, or 0.12 percent were out 
of stock or not in stock in sufficient quantities to meet total demands. Each depot 
js assigned a mission of providing supply support to all installations and activi- 
ties within an assigned geographic area, regardless of service involved. 

Stocks are proportionately distributed as follows: 34 percent in 6 Navy de- 
pots, 65 percent in 5 Army depots and 1 percent in 1 Air Force depot. 
js made to the distribution chart at p. 151. 

By analyzing the issue experience of the wholesale depots, we have identified 
fast-moving items and have positioned them at each of our seven primary stock 
pints. They are also stocked by the three distribution points which carry the 
full range of items. There are about 1,450 of these fast-sellers which, issue his- 
tory indicates, will satisfy over 90 percent of our customers’ demands amounting 
to 81 percent of the dollar sales. 

Briefly, our distribution system operates in this manner—primary stock points 
(the round dots) are designated to carry fast-moving (approximately 1,450) 
items for issue to Army, Navy, and Air Force activities in their assigned seg- 
ments. Distribution stock points (the triangles) carry a full range of medical 
items for issue to service activities in their areas and to back up the primary 
stock points. Reserve stock points carry bulk quantities of items which 
ordinarily are not required for peacetime operations. In the western area, for 
example, an activity located in Arizona will requisition fast-moving items from 
NSD San Diego and slow-moving items from AGD Sharpe. An activity located 
in Montana will requisition fast-moving items from NSD Seattle and slow- 
moving items from AGD Sharpe. An activity in Nevada will requisition both 
fast- and slow-moving items from AGD Sharpe. The same method of operation 
applies to the central and eastern areas. 

Each of our stock points submits quarterly stock status reports which we 
consolidate and tabulate for systemwide appraisal. Shortages at individual stock 
points are met by stock redistribution, emergency procurement or by allocation 
of stocks from existing contracts. Our system deficiencies are met through new 
procurement. 

Geared to demand factors, this system not only assures users of a ready 
supply, but it effectively contributes to the elimination of duplication of stor- 
age facilities and expensive cross-hauling of material, at the same time per- 
nitting greater utilization of assets. 

16. What procurement regulations apply to this agency (title only)? Armed 
Services Procurement Regulations; Navy Procurement Directives; BuSandA 
Manual (particular Volume VJ—Purchase); Directives as issued from time 
to time by the Secretary of Defense and the Secretary of the Navy. 

17. Does the degree of success of agency indicate the value of “single manager” 
operations in any closely related fields? It is believed, that whenever a com- 
modity area has a high commonality of item usage among the military services 
and a high item centralization of manufacture in a specific industry, that appli- 
cation of the single manager plan to this commodity area should prove to be 
eminently successful. 

Do “single managers” in different fields and different services have an easier 
time working together than other types of managers? Cannot specifically com- 
ment. As a general observation, however, we at MMSA have experienced the 
best of relationships with management and technical bureaus and with the 
Surgeons General of the three services and their respective retail offices. 

18. What agencies are interested in supplies from the agency’s commodity 
areas in emergency conditions that are additional to normal requisitions? 
Office of Civil Defense and Mobilization, Public Health Service, Veterans’ Admin- 
istration, and State Department. 

What coordination is maintained with such agencies? 
to formalize agreements. 

How frequently are emergency requirements reviewed and coordinated? 
All emergency requirements are reviewed and coordinated when received 
and receive top priority in handling. 

19. If your agency had to expand for emergency conditions now, could any 
quartermaster or supply corps officer of any of the services fit into the organiza- 

| tion quickly and easily? Subject to the individual background, experience and 
functional proficiency; Supply Corps Officers of the Navy and Marine Corps, 
Medical Service Corps Officers of the Army, Medical Service Corps Officers of 


Reference 


As may be required 
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the Navy, and Medical Service Corps Officers of the Air Force could fit into th 
organization quickly and easily. ¢ 

20. What type of contracting is done by your agency? This agency emplo 
in the vast majority of cases, a firm fixed price contract. In a few instance 
an open end contract, with a firm fixed price, and a call type contract are writ. 
ten. Open end contracts are written when the exact quantity of the Procure. 
ment is not known at the time of purchase, usually because the item procured 
is new to the military system and a firm determination of the demands are Dot 
known at the time of award. A recent example of such cases was the procure. 
ment of spectacle fronts and temples of a new design. In the case of a highly 
perishable vaccine such as smallpox, this agency executes a call type contract 
and as a result, the contractor ships fixed quantities to given destinations as may 
be required from time to time by the agency. 

Contracts are entered into as a result of either formal advertising or negotis. 
tion. Even though this agency has the legal authority to negotiate all procure. 
ments because of the authority appearing in 10 United States Code 2304(a)7 a 
very significant amount of procurements are done through the means of formal 
advertising. For example, for the 9 months ending March 31, 1959, this agency 
awarded $13,415,000 by advertised procurement, or 34 percent of the total pro. 
curement of $39,021,000 for this period. In addition, of the 2,072 awards made 
during this 9-month period, 863 awards, or 42 percent were made as a regy} 
of formal advertising. Also, for the fiscal year ending June 30, 1958, this agency 
awarded $16,433,000 by advertised procurement or 33 percent of the total] pro- 
curement of $49,452,000 for this period. In addition, of the 2,673 awards made 
during this period 1,069 or 40 percent were made as a result of formal adver. 
tising. 

A review of the 2,673 contracts awarded by MMSA during fiscal year 1958 
reveals that 1,530 or 57.2 percent were made to small business firms while 1143 
or 42.8 percent were made to large business firms. Converting these figures to 
the money value of awards, it can be noted that of a total of $49.45 million 
awarded, $13.33 million or 26.9 percent were awarded to small business as op- 
posed to $36.115 million awarded to ‘large business concerns.. Approximately 
$10.8 million was spent on sole source items available only from such large 
business firms. When this factor is injected, it becomes apparent that the 
disparity in dollar volume between small and large business dollarwise is gig. | 
nificantly lessened. For the first 9 months of fiscal year 1959, our figures are | 
even more encouraging for small business. A comparison of awards for this 
period indicates that out of a total of 2,072 awards, 1,277 or 61.6 percent went to 
small business while 795 or 38.4 percent were made to large firms. This is an 
increase of approximately 4 percent in favor of small business. Additionally, 
great progress has been made when we evaluate the money value of the awards, 
The total contracts awarded amounted to $39 million. Of this total $12.6 mil- 
lion or 32.3 percent were awarded to small business while $26.4 million or 677 
percent were awarded to large business concerns. This figure represents an 
increase of 4.9 percent in favor of small business when compared with fiscal 
year 1958. This increase in both awards and dollar value is representative of 
the seriousness that this agency places on the increased emphasis to be afforded 
to this program. 

Describe the steps in the contracting procedures. 

(1) Receipt of the requisition in the Purchase Department. 

(2) Review for completeness as to specifications, delivery date, monetary av- 
thority, ete. 

(3) Preparation of invitation for bid or request for proposals, as appropriate, 

(4) Notification of prospective procurement to the Small Business Adminis- 
tration and synopsizing with the Department of Commerce for widespread 
publicity. 

(5) Release of bids and proposals to companies on the MMSA bidders list. 

(6) Receipt of completed bids and proposals. 

(7) Analysis of bids, proposals to determine a successful source of supply. 

(8) Presentation of proposed contract to formal MMSA Contract Review 
Board. 

(9) Award of contract. 

21. In how many important instances has the Agency commented on the val- 
idity of requirements that it questioned? ‘The Agency is currently reviewing the 
validity of the fiscal year 1959 statements of mobilization requirements sth, 
mitted by the military services. Upon completion, written comments will 
furnished to the military services for information and any necessary action. 
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92. Ig the Agency called upon for advice, coordination or approval in research 


and development work within the commodity area? 


advice and coordination. : 
Material Coordination Committee. 


The Agency is called upon 
Approval is vested in the Armed Services Medical 
Harmonious working relationship with the 


Committee exists on all phases of commodity cognizance including research and 


development. 
Is the Agency 


kept adequately informed? Liaison, through the ASMMCC, re- 


rding all subjects, including research and development, has been excellent 


to outstanding. 


Statistical data on the Military Medical Supply Agency 


ee 





1. Personnel, operating Agency - -- 


A. Military: Officers and enlisted__-_-.....-.---.------ 
B. Civilian: Professional, clerical, others... .........--- 
2. Inventory position (thousands of dollars): 

*” A, Total stocks serviceable--. 


(1) 
(2) 
(3) 


Peacetime operating - - .- 
UO go incur cudpenesieann 
DOD stockpile of blood colloids and related 
items --- SF oh cram eccesalion 
(a) In hands of contractors_.._---- 
Economic retention- Ra 
Contingency .. 
Excess - . 
In transit ; oes 
In hands of contractors (GFM) (excludes 
blood) - - -- p 


(4) 
(5) 
(6) 
(7 
(8 


B. Total stocks unserviceable 
et RN as Stead edae- << 
4 eee 

3. Net storage space (thousand square feet): 

I a onic acs aclecnpiade anim a 
gO eee eae d 43 
C. Estimated cost per square foot per year_......_____- 

4, Workload: 

. Number of line items in single manager assignment 

. Number of line items requisitioned (thousands) 

Number of line items shipped (thousands) 

. Percent shipped by requisition date___.. 

. Direct shipments to retail supply points 

of dollars) ?_...._---- 

. Shipments from vendors 

dvesanda of dollars)... __- ’ 

. Ratio of direct shipments to all shipments !____- 


(thousands 


HO —y pood> 


5. Transportation costs (thousands of dollars) -_.__-.-___- 7 
6. Quantities handled by single manager (thousand short 
tons): 

A. Received--.._- 

B. Shipped. - Sieg “% 

(1) Interdepot shipments 

7. Procurement (thousands of dollars): 
A. Unsolicited 

B, Solicited__ ee Ba aaeth be dan cs ibegelnnaaaiaridenns 

(1) Completed___- 

(2) Not completed_.-____- 

C, Delinquent contracts--.._.-_- 


8. Sales, actual (thousands of dollars): 
7? ae ; 


ET cnc r ans 

DE tls canis sa nee 

. Marine Corps. ---_-- 

. Air Force__.__- 

UC 556 bh dadd Se ead 


gmADaow 














. Excess declared on SF-120’s {thousands of dollars)__|__ 








Fiscal year | Fiscal year | Fiscal year 
1957 1958 1959 (esti- 
mated) 

638 586 571 

63 47 45 

575 539 526 

313, 522 307, 7 293, 820 
30, 946 8, 189 22, 290 
168, 560 234, 380 207, 930 
28, 700 30, 300 28, 160 
(1, 373) (3, 629) (4, 450) 
53, 010 9, 090 9, 550 
0 20, 500 18, 740 

18, 050 0 3, 900 
12, 424 4, 426 2, 700 

1, 832 878 550 
«852 3, 663 5,180. 
24, 580 27, 521 25, 910 
() 500 300 
4, 556 3, 427 3, 368 

3, 168 2, 827 2, 861 

(1) () (5 

11, 460 9, 584 | 9, 300 
() 1, 610 1, 627 
() 1, 532 1, 623 
(4) 96. 4 97.0 
3, 720 43, 398 65, 800 
ooo) es a. 3,100 
154 2, 258 2, 400 

(!) 13.9 13.0 
(1) 43.0 35. 0 
() 19.5 11.0 
"332,984 | 0° 49,452; °° 68, 000. 
32, 984 49, 452 68, 000 
Sai) SS + ~.—o 1,270 
17, 399 63, 105 76, 700 

5, 890 23, 974 30, 910 

6, 507 13, 805 15, 800 
122 558 460 

4, 360 14, 119 17, 795 
520 10, 649 11, 735 











1 Not Available. 


? Direct delivery from contractor to retail supply points, with but few exceptions, is not feasible in terms 
of maximum efficiency and economy realized through centralized procurement of wholesale quantities and 
in terms of maximum rotation of peacetime and mobilization reserve stocks. 


‘From Jan. 1 to June 30, 1957. 
* Estimated. 


4174259 —__13 
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Mr. Horirrecp. Our next witness will be Admiral Lattu, Executive 
Director of the Military Petroleum Supply Agency. 
Admiral. 


STATEMENT OF REAR ADM. ONNIE P. LATTU (SC), USN, EXECUTIV; 
DIRECTOR, MILITARY PETROLEUM SUPPLY AGENCY; Accoy. 
PANIED BY GEORGE JILLSON, ASSISTANT DIRECTOR, SERVicp 
CONTRACTS DIVISION ; AND RICHARD E. SCHATTMAN, ASSISTayr 
COUNSEL 


Admiral Larru. Good morning, sir, it is a pleasure to be here, Mr. 
Chairman. 

I suggest that in my presentation that you have copies of, you tear 
off the charts and then as I come to them they will be a little easier to 
read. 

Mr. Horirrevp. All right. 

Admiral Larrvu. I want to compliment Admiral Knickerbocker, ] 
think his statement was well assembled and I shall do better next time, 

My name is Onnie P. Lattu, rear admiral, Supply Corps, U.S. Navy, 
I am the Executive Director of the Military Petroleum Supply 
Agency, and am here at the invitation of the subcommittee to offer tes- 
timony relative to the operations of the single manager assignment 
for petroleum. 

I have prepared a statement and this is it. 

Basic to an appreciation of the complexity of military petroleum 
logistics is an understanding of the unique nature of petroleum. Oil 
must be afforded special treatment. It isa highly technical and poten- 
tially dangerous material. It is necessary that personnel assigned the 
responsibility for its care be specially trained. Oil is an indispensable 
commodity which is needed in tremendous quantities. Our military 
commanders may have all the men, planes, ships, tanks and missiles 
necessary to accomplish their missions, but they will certainly fail if 
they do not have the petroleum to move and sustain the attack. In 


short, the sobering truth is that petroleum availability can make or . 


break any military operation. 

On July 24, 1956, the single manager assignment for petroleum was 
made to the Secretary of the Navy by the Secretary of Defense. The 
directive provided for the establishment of an operating agency to 
perform the functions assigned to the single manager. Accordingly, 
the Military Petroleum Supply Agency, referred to as MPSA, was 
activated on January 7, 1957—in the midst of the Suez crisis. We 
have been in existence approximately 214 years. 

MPSA is the successor to the Armed Services Petroleum Purchas- 
ing Agency and assumed that organization’s functions and highly 
competent personnel. The predecessor organization was basicall 
concerned with what its name implies—centralized procurement. Wit 
the application of the single manager concept to petroleum, new re 
sponsibilities were added in the fields of distribution coordination, 
interservice supply support activities, cataloging, standardization, 
procurement inspection and training with industry. 

The single manager concept provides that one of the departmental 
Secretaries will be eapohial Ble for the supply management, for the 
entire Department of Defense, of a specified commodity area. The 
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ecutive | single managers’ responsibility includes the determination of net re- 

| quirements, procurement, stock funding, wholesale stock ownership, 

‘wventory control, warehousing and issue to the retail stock points of 
theconsuming services. : | 

ie The single manager assignment for petroleum differs from this con- 

ACcoy. | cept in several areas. The Department of Defense “charter” for the 


um single manager states: 
SERVICE petrole = ; = ee: 
I The scope of this assignment is limited to the extent that neither ownership 
sISTANT nor funding by a single stock fund is provided for the management of petroleum 
and petroleum products. This deviation is justified by the characteristics of 
troleum and the exceptional conditions encountered in the supply and distribu- 
ere, Mr tion of this commodity by the military departments. 

, This means that the single manager for petroleum has no responsi- 
you tear | pility for the computation of net requirements or stock ownership. 
easierto | These functions, together with inventory control, remain responsi- 

bilities of military departments. 
Now, this first chart presents the present supply system in pe- 
ocker. I ¢poleum. 


ext time. (Chart I appears on p. 190.) 

S. Navy. 

Supply THE PRESENT SUPPLY SYSTEM 

offer tes- os 

‘ignment This chart shows the overall military petroleum supply system. 


The basic strategic and logistic plans are developed by the Joint 

Chiefs of Staff and are passed to the military departments. Each 
stroleum | department computes its program requirements—in other words, the 
um. Qi] | types and quantities of petroleum products required to support the 
d poten. | men and equipment necessary to carry out assigned missions. Then 
oned the each department applies against these gross requirements the assets 
pensable | ithas on hand or on order and arrives at the net requirements which 
military | must be met by purchase action. The net requirements are submitted 
missiles | inthe form of purchase requests to MPSA which collates the require- 
ly fail if | ments of the four services. The Agency then solicits bids or offers 
ack, In | from the petroleum industry. Based on the results of our detailed 
make or | evaluation of the bids and offers received, we awarded contracts. The 

services are then notified of the companies to which contracts have 
eum was | been awarded to meet their requirements. It is the services responsi- 
se. The | bility to place orders for delivery under the contracts and to receive, 
gency to _ Soreand issue the products. 


rdingly 
0 te THE SINGLE MANAGER ORGANIZATION FOR PETROLEUM SUPPLY 
Sy ’ y 
ws We | This next chart shows the single manager organization for petro- 
Purchas lum supply. The single manager is the ecretary of the Navy. He 


1 hich! has delegated his management control to the Chief of the Bureau of 
+ 18") — Supplies and Accounts and the operating functions have been dele- 


ae gated to the Executive Director of MPSA. Military command is 
vio exercised by the commandant of the Potomac River Naval Command 
Natt who in turn is directly responsible to the Chief of Naval Operations. 


Jizat When the need exists, we have prompt access to the Office of the Secre- 
cization, | tary of the Navy 


rtmental Chart IT appears on p. 191.) 
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Cuart III 


VU | 





THE PRESIDENT 
OF THE 
UNITED STATES 
pm OFFICE OF CIVILIAN a 
& DEFENSE SeRvers 
COUNCIL MOBILIZATION ADMINISTRATION 
SECRETARY SECRETARY SECRETARY 
OF THE INTERIOR OF DEFENSE OF STATE 
OFFICE i NA ional | OFFICE OF INTER - INTERNATIONAL 
OL & cAS a —sa NATIONAL TRADE & COOPERATION 
i mma RESOURCES ADMINISTRATION 
ea, | . 
: FOREIGN {9} MILITARY } 
i SUPPLY Pi i PETROLEUM 
: COMMITTEE { ADVISORY BOARD : BRANCH 


PETROLEUM ETROLEUM 
t-- nen L i 
PANELS ON | 
BUREAU OF MINES + PRODUCTION ; NOVEMBER 1958 
; SUPPLY, GAS, Ete. } 


THE U.S, GOVERNMENTAL PETROLEUM TEAM 


Because petroleum is so vital, during emergencies positive actions 
must be taken to assure an equitable distribution between essential 
civilian and military requirements. For this reason, governmental 
agencies are closely interknit to provide an integrated approach to 
the distribution and utilization of our petroleum resourees in both 
times of peace and war. 

The President frequently becomes involved with petroleum de¢-) 
sions. A recent example is the Presidential proclamation of this pas 
March which established a mandatory oil import program. The Ne 
tional Security Council, in its consideration of resources and raw m- 
terials, also has a continuing interest in petroleum matters. 

The Office of Civil and Defense Mobilization has a direct respon- 
sibility in assuring that the petroleum industry can meet the demands 
of mobilization. 

The General Services Administration buys the petroleum for Gor- 
ernment departments and agencies other than the Department of 
Defense. 

The Secretary of the Interior is the focal point for the numero 
Government agencies dealing with petroleum. He has the Office 0 
Oil and Gas as his operating agency. 
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Because oil is an international commodity, the Department of Stat, cont 


has a great interest in it. 

I think that organization illustrates that nearly every departmet!| 
of the Government is vitally interested in oil, and as I read the nev, 
papers, I believe many congressional committees are also interested | 
in this subject. 
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CuHarT IV 


DEPARTMENT OF DEFENSE PETROLEUM ORGANIZATION 





PETROLEUM 
LOGISTICS 
DIVISION 


ASST SECY ASST SECY ASST SECY ASST SECY 
INTERNATIONAL PROPERTIES AND SUPPLY AND RESEARCH AND 
SECURITY AFFAIRS INSTALLATIONS LOGISTICS ENG 


SECY 
Jou wesTcs, pt 
DEPUTY CHIEF DEPUTY CHIEF DEPUTY CHIEF 
= OF STAFF OF OF STAFF 
CAPABILITIES DIV. FOR LOGISTICS NAV OPNS MATERIEL 


QM PETROLEUM F = AIR MATERIEL 
CENTER COMMAND 


DIR. AF. PETRO- 
LEUM, MAAMA 


THE DEPARTMENT OF DEFENSE PETROLEUM ORGANIZATION 


This is the Department of Defense petroleum organization. The 
Petroleum Branch in the J-+ Directorate of the Joint Staff is respon- 
sible for all JCS matters pertaining to petroleum. This Branch de- 
velops and analyzes petroleum requirements in support of strategic 
and logistic plans. 

The Petroleum Logistics Division in the Office of the Assistant 
Secretary of Defense for Supply and Logistics is the Department of 
Defense focal point for petroleum policy and maintains liaison with 
other Government organizations, such as Interior, OCDM, and 
NATO. Further, the Division performs logistic feasibility studies 
of the Joint Chiefs of Staff plans in terms of industry capabilities. 

At the top level of each military department there is an organ- 
ization for petroleum logistics planning. These offices provide direc- 
tion to the departmental operating activities in the computation of 
pce noe stock levels, mobilization reserves, and storage. 

ach department has an inventory control point for petroleum 
where the day-to-day operations of supply management and inven- 
tory control are conducted. In the Army, the inventory control 
point is the Quartermaster Petroleum Center; in the Navy, the Fuel 
Supply Office and in the Air Force, the Directorate of Petroleum and 
Chemicals at Middletown, Pa. Both the Army and Navy inventory 


ent of Stat, control points are located in Washington. We receive nearly all our 


departmet! | 
vd the news| 
0 inte 


— requests from these three inventory control points and the 
eadquarters, Marine Corps. 
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MPSA has open channels of communication with the services’ pe- 
troleum organizations and the Petroleum Logistics Division and jp 
the Department of Defense. 

MPSA is responsible primarily for procuring the petroleum prod- 
ucts for the entire Military Establishment, worldwide, and for coop. 
dinating the distribution to the oversea commands. It is also yp. 
sponsible for contracting for commercial services such as storage, 
laboratory testing, and drumming. 

In fulfilling its procurement responsibilities during the fiscal year 
1958, MPSA contracted for approximately 11 billion gallons at q 
cost of nearly $1,200 million. 

Inventory control points of the services submit their purchase rp. 
quests to the Agency in accordance with a schedule. The schedule 
is designed to distribute the impact on industry, particularly on smal] 
business, as evenly as possible, to take advantage of offseason prices 
and to eliminate peaks in the Agency’s workload. The contracts are 
usually of 6 or 12 months’ duration depending on the economics ip. 
volved in the particular products. 

We purchase by both the formally advertised sealed bid method 
and by competitive negotiation. Our determination of the procure- 
ment method is governed by law and regulation and the supply- 
demand-price relationships prevailing in the petroleum markets. To 
date this fiscal year 67 percent, or $605 million, of our procurements 
within the United States have been by the formally advertised pro- 
cedure. We purchase domestically by negotiation when supplies are 
inadequate or, in emergencies, when there is inadequate time to use 
the formally advertised method, such as in the Lebanon and Formosan 
crises. In oversea procurements 71 percent or $213 million, have 
been by competitive negotiation procedures because we have found 
it to be more advantageous to the Government. 


MAGNITUDE OF MILITARY PETROLEUM PROCUREMENT 


This chart shows the dollar value of the procurements since 1950, 
At the present time MPSA is procuring approximately 99 percent of 
all petroleum purchased for the Military Establishment. The bal- 
ance is procured by consuming activities on a local purchase basis 
authorized by MPSA. 

We are, by the way, the world’s largest single buyer of refined pe- 
troleum products; and although we buy such a great quantity, we still 
only represent 7 percent of the Western Hemisphere refined produc- 
tion in the year 1958. 

(Chart V appears on p. 195.) 

Admiral Larru. This chart shows the volume, in barrels, of mili- 
tary petroleum procurement each year since 1920. The trend has 
been steadily up since the Korean war. This can be accounted for 
by the use of new types of equipment, particularly jet aircraft, which 
have sharply higher rates of fuel consumption. 

(Chart VI appears on p. 195.) 
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DISTRIBUTION OF THE PETROLEUM DOLLAR 


Admiral Larrv. This chart compares the distribution of the petro. | 


leum procurement dollar during the past 2 fiscal years. In 
year 1957, 35 cents out of every dollar went for jet fuels; 29 cen, 
for aviation gasoline, 14 cents for heavy fuel oil, 8 cents for moto, 
gasolines, 9 cents for distillates and 5 cents for all not otherwig 
classified products. In the fiscal year of 1958, the only changes wer 
in the jet and aviation fuels. Jet increased to 38 cents and aviation 
gasoline decreased to 26 cents. This shift was due principally ty 
the phase out of the propeller driven aircraft and the increase jp 
number of jet aircraft. However, in both fiscal years, 64 cents oy 
of every petroleum procurement dollar went for aircraft fuels, 

(Chart VII accompanying Admiral Lattu’s statement is ag fo). 
lows:) 


Cuarr VII 


DISTRIBUTION OF PETROLEUM DOLLAR 





FY 1957 FY1S58 
OTHER 


$1,256,000,000 $1.194,000,000 


JULY 1958 
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(The following data was supplied for the record to show the break- 
down of MPSA contracts made for each service :) 


[In thousands] 























2 ————— 

Total barrels '| Total dollars 
ae a _ 
i 1957: 

Reo case chdceadddd Mn dcclel gad uek wd bien SEE 119, 499 684, 473 
gl bs abn 44 erie qawuciie gunn a seliieesiec dita aie en 83, 177 375, 535 
(ad a a al ATE 4 AL RTL A 48, 319 196, 280 

ili oleic beeen Rattan od tergetniadlineaapeastiee 250, 995 1, 256, 288 
r 1958: 

gy ARAM CORLAGEA BAD REED © 1b BTS Be 136, 222 709, 875 
E130. 1 .G.didgatsenerar—s42- Lis aienbhdchdehdeaing diaumeubesesoes 81, 833 321, 694 
— Oe ea nnga tot at natnn cee stated: 42, 509 | 162, 438 

I Oi iia Li dat ndensaisciontesi apie bat bmimdesesinitans 260, 564 1, 194, 007 
i year 1959: | 

i. ........ Tilak ts Bice ae cia ae tae eee 151, 603 768, 899 
ss A LLC seSL LL LAL a ee 96, 904 341, 056 
Slay Canis danl eeunn eh i cgaincvediingceinn sans teenies ae 36, 982 | 140, 045 

Total 285,489 | 2 1, 250,000 








1 Excludes packaged products, i.e., drummed oils, lubes, and greases. 
3 The above are contract figures. 


Admiral Larrv. The establishment of MPSA did not materially 
change the basic products purchasing functions performed ; however, 
we have not remained static in our purchase operations. 

We have centralized in our Agency the overseas purchases which 
previously had been handled by the Armed Forces locally. Because 
we are worldwide purchasers and have knowledge of the world mar- 
kets, we have been able to determine the most economical places to 
buy the required products. 

I might here just illustrate that for instance in Europe we recent- 
ly bought 414 million gallons of JP-4 for 1 year at a cost of $0.065 
per gallon f.o.b. refinery or $0.070 delivered. If we had bought from 
the ts. gulf, there would have been an additional cost of $18 million 
and if we had bought from the Caribbean, the additional cost would 
have been $7 million. 

Another illustration, in the motor gasoline we bought in Europe 
122 million gallons in 1 year at a cost of $0.0815 delivered. If bought 
from the U.S. gulf it would have cost us an additional $4,200,000 and 
if bought from the Caribbean it would have cost an additional 
$2,300,000. 

Mr. Ropack. Are you stating, Admiral, that because of your 
worldwide operations and your choice of markets, you can save 
money for the Government ? 

Admiral Larrv. Yes, sir. 

_ Mr. Ropack. Now, have you since, in any recent time, been put 
in the position of not being able to choose your world market? 

Admiral Larru. Yes. 

Mr. Rosackx. What is that situation? What is the extra cost to the 
Government ? 

Admiral Larrvu. Well, the recent import quota, we now are in the 
similar position as any supplier. Thus, we are limited as to what we 
can buy from the Caribbean for importation into the United States. 
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We will not know until our next buy what the additional cost, if any, | 
will be. But if prices should firm up in the United States withoy | 
Caribbean competition, it could cost the Government more money, | 

Mr. Rosack. Has it been the case that until a recent date you wer 
exempt from the Buy American Act? 

Admiral Larrv. Previous to the voluntary import program We 
were exempted from the Buy American Act. Then when the pro. 
gram was put into effect, we were also brought under the Buy Ameri. 
can Act. We were allowed to buy from foreign sources, but we had 
to put on our foreign source bids a differential for evaluation pur. 
poses, consisting of the tariff, distribution costs, and on top of that, ¢ 
percent. This gave domestic suppliers of JP—4 an advantage of 90 tp 
25 percent. 

Mr. Rosack. You can still buy on any market and you pay the 
original 

Admiral Larru. Yes. However, we are limited in the quantity we 
can bring into the United States under the present import program, 

Mr. Rosack. Was this mandatory import—what is the name of 
this program ? 

Admiral Larrv. It is the mandatory oil import program. 

Mr. Rorsack. And is that designed to assist domestic producers jn 
firming up their prices? Is that the reason for it? 

Admiral Latrv. No, sir. I would assume from reading the papers 
that it is to encourage the looking for more oil to improve our re. 
serves. That is probably the primary reason from the way I under. 
stand it. 

Mr. Ropack. What is the authority by which that program is 
promulgated ; do you know? 

Mr. Jiruson. Are you asking me? 

Mr. Rorsacx. I am asking Admiral Lattu. If you want to assist, 
naturally that is all right. 

Admiral Larrv. I believe that the President has, under certain 
reciprocal trade agreements and tariff acts, this authority. Perhaps 
if some suits come up in the future that authority may be contested. 

Mr. Rorack. Can you explain to the committee the relation be 
tween that tariff authority and the requirement under the Buy Ameri- 
ean Act? 





Admiral Larrv. Yes, the present mandatory program the Presi- | 


dent has put into effect limits every supplier as to what can be in- 
ported. We are considered the same as a supplier. Industry is 
limited to crude and refined products. In the case of military, only 
refined products. 

Under the regulations implementing the Buy American Act we 
have to put in certain factors in our bid evaluation in order to equalize 
competition between foreign areas and domestic industry. 

Mr. Rorack. This is a rather complex area. I wonder if you could 
submit to the committee a memorandum which states the relationship 
and bearing of this restricted import program on your procurement 
operations, giving the background, the various statutory authorities 
involved, and the possibilities of increased cost, if any, that would bk 
entailed. 

Admiral Larrv. We’ll submit such a statement. 

Mr. Ropack. Thank you. 
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(The statement submitted is as follows:) 


prior to the issuance of Executive Order 10761 by the President on March 27,, 
1958, petroleum products were excepted from the restrictions of the Buy Amer- 
; "Act by virtue of secretarial determinations made in accordance with the 
Se risions of the act. Therefore, petroleum products were purchased for the 
Ped services by MPSA on the basis of lowest cost to the Government without 
nate to the origin of the material. ue is 3 

With the issuance of Executive Order 10761 the President directed the use’ 
of the Buy American Act (41 U.S.C. 10a-d) in Government purchases of 
petroleum as a means of insuring compliance with the voluntary oil import 
program. The following changes then occurred in MPSA’s procurement proce- 


L MPSA could not under any circumstances, regardless of price, purchase 
finished products refined in the l nited States from crude oils imported into the 
United States in excess of the importer’s quota. Nor could MPSA purchase any 
fuels refined from foreign crude oil by an importer in violation of his import 
quota. : aoa eet ceil oa ; seal 

9 The Buy American Act exception previously enjoyed by petroleum was with- 
drawn, and any petroleum products offered for sale to the Government and re- 
fined outside the United States were subject to a differential. This differential 
consisted of the duty, the transportation, and 6 percent of the total of the bid 
price, duty, and transportation. As a result, domestic suppliers had a substan- 
tial price advantage in the evaluation of bids (in jet fuel it amounted to almost 
25 percent). stress 

With the issuance, pursuant to section 2 of the act of July 1, 1954, as amended 
(72 Stat.; 19 U.S.C. 1352a), of Presidential Proclamation 3279 on March 10, 
1959, setting up the new mandatory oil import program, new procurement ground 
rules were established : 

1. The military services now have a quota of a specified quantity of foreign 
refined petroleum which they can import into the United States. 

2, Since military imports are limited to their quota, petroleum products pur- 
chased for the military services have again been excepted from the provisions of 
the Buy American Act and no differentials are applied to foreign refined material. 

With respect to the effect of the various programs on prices, the imposition of 
the voluntary oil import program and the resultant application of the Buy Amer- 
ican Act had no measurable effect upon prices. This was so because refineries 
in the Caribbean, faced with a handicap of approximately 25 percent, dropped 
their prices substantially. Hence, although the combined effect of the Buy Amer- 
ican Act and the voluntary oil import program caused a greater quantity of 
military requirements to be bought from higher cost domestic producers, the 
reduction in Caribbean prices offset the slight increase in domestic prices. 

What the effect of the mandatory program will be on prices is impossible to 
state at this time. Procurements under the program have not been made in 


sufficient numbers to give any information. 

Admiral Larrvu. To provide all industry, and particularly small 
business, with information on our contracting methods and proce- 
dures, we have held meetings or clinics throughout the country with 
recognized trade associations. These meetings have been most help- 
ful in our industry relations and have assisted our efforts to broaden 
our purchase base. 

A little over 2 years ago, I attended the hearings of a committee on 
small business. At this particular hearing I got the impression that 
some of the small business people who were there really didn’t know 
how we did business and we were unsuccessful in our explanations 
to them at that time. Subsequently, we held meetings in Tulsa, 
Houston, San Francisco, Los Angeles, and other cities with various 
petroleum associations. 

Since that time, by telling industry exactly how we do business, 
we have been having very healthy relations with industry and par- 


I tell them, “Our books 
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are open anytime you have questions. Don’t hesitate to ask yg» | 
Since that time, no questions to speak of have been presented to Con. | 
gress or to me, particularly to my agency, that we have not been abl, | 
to resolve. So I think that those clinics were very, very successful jn 
explaining to industry how we do business. 

The Agency has an extremely active small business program | Pe 


Initially limited to jet fuels purchases, it has been extended to regi. 
dual fuels, motor gasoline, diesel fuel, and packaged products in the | Pe! 
past 2 years. an 


In 1956, for instance, small business obtained 175 million or 20 per. | 
cent; in 1958, 257 million, or 31 percent just as a comparison of | ™ 
growth. ant 

We have been engaged in a research project to utilize the tech. | 4 
niques of linear programing and electronic data processing to per. nel 
form the mathematical portion of our complex bid evaluations, This | {0° 
project shows definite promise and should permit a substantial p. A 
duction in the leadtime between receipt of purchase requests and the list 
completion of contract coverage. tieu 


We have been faced with the necessity of being able to react quickly ade 
to changing circumstances and administrative difficulties. Forexam- 1 
ple, as I have stated previously, the Agency was activated in the midst 
of the Suez crisis—a time of worldwide shortage of petroleum, 
Shortly thereafter the situation changed and we were faced with sub- 
stantial excesses in the petroleum markets. More recently we had to 
adjust to implementation of the Buy American Act in conjunction 
with the voluntary oi] import program. This added considerably to 
our workload in evaluating bids. Now that the voluntary program 
has been superseded by the mandatory oil import program, it is nee- E 
essary for MPSA to administer the Department of Defense quota m- - 
der that program. mi 

OTHER MPSA FUNCTIONS 2 


In addition to purchasing petroleum products, the Agency contracts A 
for the storage, laboratory testing, and drumming of Government _ bina 
owned petroleum products through the utilization of commereial facil- | man 
ities and the contract operation of Government-owned storage! load 
terminals. Not only are existing terminals used but, also, industry) for : 
has constructed new terminals for Government use under long-term! trol 
contracts to provide protected and dispersed storage. ; sup] 

The requirements for these petroleum storage services are received | petr 
from the military departments. To determine opportunities for con- _ the | 
solidation and interservice supply support prior to taking contractual has. 
actions, MPSA holds an Annual Storage Utilization Conference with to si 
the departments to review the new fiscal year’s storage requirements. ‘erm 

In the procurement of services, as in the procurement of products, | At 
purchases are made by both the formally advertised sealed-bid method Milit 
and by competitive negotiation. At the present time MPSA has un-| ‘ea t 
der contract for the military departments approximately 37 million tank 
barrels of storage capacity. Of this total, approximately 30 millio| the u 
barrels are commercially owned and operated while the remainder oi Petre 
the 7 million represents Government-owned commercially operatel, Th 
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SUPPLYING THE UNIFIED COMMANDS 


During World War II, to meet a pressing need, an Area Petroleum 
Office was established on the staff of each overseas theater commander 
to coordinate planning and function as a focal point for theaterwide 
petroleum logistics, = ; Lele: ' 

In late 1956, the Joint Chiefs of Staff reviewed the worldwide area 

troleum offices in the light of changes in the unified command plan 
and the establishment of the single manager for petroleum. As a 
consequence, the Joint Chiefs of Staff directed each unified com- 
mander to establish a Joint Petroleum Office on his staff to coordinate 
and supervise petroleum functions. MPSA was designated by the 
Joint Chiefs of Staff as the central liaison and communications chan- 
nel between the Joint Petroleum Offices and the military departments 
for all technical and administrative matters. 

As required, the Joint Petroleum Offices have the authority to estab- 
lish Joint Area Petroleum Offices or Subarea Petroleum Offices in par- 
ticular geographic locations within the unified command to insure 
adequate coordination of petroleum logistics. 

The Joint Petroleum Offices are responsible for— 

1, Advising on and coordinating petroleum logistics planning 
and policy matters. 

2. Advising on the allocation of petroleum products and facili- 
ties under emergency conditions. 

3. Coordinating the quality surveillance program. 

4, Submitting requirements for products to MPSA, and 

5. Assisting MPSA in executing its charter responsibilities. 

Each month each Joint Petroleum Office submits to MPSA a 6- 
months’ forecast of the unified command requirements on a docu- 
ment known as a “slate.” 

(Chart VIII accompanying Admiral Lattu’s statement appears on 
p. 202.) 

Admiral Larrv. MPSA extracts from the slates, which are com- 
bination inventory status reports and requisitions, each unified com- 
mand’s phased requirements 6 months forward and develops a tanker 
loading schedule or program. We pass the products requirements 
for supply action to the Army, Navy, or Air Force inventory con- 
trol point, depending on which service has been assigned interservice 
supply support. responsibility for a particular unified command’s 
petroleum. ‘The responsible inventory control point in turn orders 
the petroleum products required from a company to which MPSA 
has awarded a contract. Or the inventory control point may elect 
to ship the product from military-owned stocks held in a storage 
terminal, 

At the same time MPSA submits a request for a tanker to the 
Military Sea Transportation Service, the single manager agency for 
sea transportation. MSTS issues sailing orders to the tankers the 
tanker loads at the designated refinery or terminal and proceeds to 
the unified commander’s area. When it arrives in the area, the Joint 
Petroleum Office controls the cargo. 

The system is flexible and responsive. All actions are closely 
coordinated by MPSA, MSTS, and the military departments to insure 
that any changes required by the unified commands are incorporated 





ne 


 RAWRNONIOD 


WNSVENINID) ~ 
Odst Ouse t9atsH 


ee sonddisv igi mans Ss 


eae 
4 2 teri: , 


SUPPLY MANAGEMENT 


VET TEO ERG O48 TERS 


MILITARY 





IIIA tavHpD 


202 





MILITARY SUPPLY MANAGEMENT 203 


into the tanker schedule. To facilitate this coordination, MPSA and 
| the inventory control points and MSTS are connected by a closed- 
circuit teletype system. F urther, all these activities are represented 
at a weekly meeting held by MPSA to review the program and insure 
the proper matching of cargo with tanker. In fiscal year 1958 we 
coordinated the movement of over 108 million barrels of petroleum 





Admiral Larrv. We have established procedures to more effec- 
tively utilize, through cross-servicing, items of packaged petroleum 
products which are in long or excess supply. Before new procure- 
ments of packaged products are made, the agency insures that the 
long supply or excess stocks of all the services are screened for pos- 
sible transfer to the requiring service. Since the initiation of these 
procedures products worth $338,000 have been utilized in this manner. 
In addition, excesses in the amount of $1.8 million have been screened 
for possible utilization and declared for disposition as excess to the 
| needs of the Department of Defense. 

On July i, of this year new interservice supply support arrange- 
ments for the supplying of products to the oversea areas will be 

laced into effect. These new arrangements will result in products 
belhe assigned to the services on a worldwide basis with very few 
exceptions. For example, outside the United States all aviation gaso- 
line and grade J P—4 jet fuel will be the Air Force’s responsibility. The 
Navy will be responsible for all Navy special fuel oil and grade JP-5 
jet fuel. This will simplify cargo arrangements and reduce account- 
ing problems. 

Now, two things have happened since we issued our instructions 
which indicates how closely oversea areas work on this. The Joint 
Petroleum Office in CINCPAC, Honolulu, suggested that in Formosa, 
since the Navy was taking over supply of Navy special fuel oil, that 
they also take over supply of gasoline ground products as well as 
aviation items for all services to simplify accounting. 

Yesterday we received another wire from CINCPAC suggesting 
that in Guam, instead of the Air Force having the custody and own- 
ership of aviation gas and JP-4 for all of the services, and since the 
Navy provided storage, that the Navy should fund for the Guam 
area and issue to the Air Force. Interservice support is in a state 
of flux as we receive recommendations from overseas. 

Mr. Houtrteip. Does this mean a consolidation here on your bot- 
tom page 12, or a division now of your function ? 

Admiral Larrv. It has no relationship to mine. It is more a 
matter of funding and requirements consolidation by the services 
which will eliminate some accounting in those particular areas, and 
will facilitate our job when we meet together on tanker coordination. 
For instance, the Army used to fund and order all the Navy special 

417425914 


| in $10 cargoes. ‘The cost of the tanker transportation alone was 
Ms $98 million. = 
; I have been describing three of our major functions—product pur- 
i chasing, services purchasing and the distribution coordination. I 
; will now discuss our functions of interservice supply support, cata- 
eft loging and standardization, procurement inspection, and training 
1} with industry. ‘ : 
i (Chart IX accompanying Admiral Lattu’s statement appears on 
p. 204.) 
F 
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for Japan. Actually the Navy used the majority of it. The Navy 
would fund for Subic and lots of tankers went to both Subic and 
Japan. Today the Navy will take care of all of that area with a 
simplification of accounting and coordinating of tanker lifts. 


CATALOGING AND STANDARDIZATION 


Cataloging and standardization were new functions assigned to the 
single manager. A single Department of Defense Catalog for Pe- 
troleum, in Federal Supply Class Group 91, was compiled and issued 
in August 1958. This document replaces four counterpart pub- 
lications of the services. Change bulletins are issued every 4 months 
with a reissue of the catalog made annually in order to make the 
catalog an up-to-date effective supply management tool usable at 
allJevels in supply operations. 

The benefits of the cataloging and standardization complement each 
other. To date a comprehensive review of approximately 1423 
MPSA-cognizance items in group 91 has resulted in 989 items being 
listed in the catalog and its supplements. A reduction of 468 items, 
or 33 percent, was achieved. In addition, 34 new items have been 
added since the issue of the basic document. 

To further the standardization program, MPSA has coordinated 
the revision of military standards for “Packaging, Packing and Mark- 
ing of Petroleum Material” and another publication, “Identification 
Methods for Bulk Products Systems.” In addition, the Agency 
has the opportunity to comment on new or revised specifications 
for products. 

A system of automatic distribution of specifications to all bidders 
has been established. ‘This assists industry and assures that bidders 
have available a copy of each current specification at the time an in- 
vitation for bid is received. 


INSPECTION 


The Petroleum Procurement Inspection Manual was issued by 
MPSA on June 30, 1958, as a joint manual of the Army, Navy, Air 
Foree, and Marine Corps. This manual established for the first time 
common and uniform procedures to be utilized by the inspectors of the 
military departments in establishing and maintaining quality control 
systems at contractors’ facilities. 

The Agency has continued to implement the Department of De- 
fense policy to eliminate duplication of effort and effect maximum 
economy in petroleum procurement inspection by directing that all 
military departments in establishing and maintaining quality systems 
area be performed by inspectors of a single military department. 
For example, MPSA has obtained agreement among the military 
departments that Canada, including Newfoundland, will be the in- 
spection responsibility of the Air Force. 


TRAINING PROGRAM 


The Agency is responsible for coordinating and arranging for 
training programs provided to the Government by the petroleum in- 
dustry. During the past fiscal year two military petroleum indoc- 
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trination courses were conducted by industry. These courses ro- 
vided training to 50 civilian and military personnel of the Depart. 
ments. In addition, MPSA arranged for industry training of mijj- 
tary officers upon their completion of postgraduate training at civilian 
universities. 

In fiscal year 1958, our total operating costs, exclusive of military 
salaries, amounted to less than one-tenth of 1 percent of our totg] 
procurements. 

We are a relatively small Agency—we are authorized 21 officers 
and 156 civilian employees. Of the 21 officers, 5 are Army, 6 are 
Air Force, and 10 are Navy. All our personnel are well qualified 
and experienced. In our Technical Division, for example, the 19 
technical personnel have a total of 193 years of petroleum experience, 
Our 5 senior civilian buyers average 20 years’ experience in petroleum 
purchasing. 

MPSA EMERGENCY CAPABILITIES 


Before concluding my statement I would like to discuss our capa- 
bility for emergency operations. The Lebanon crisis of last summer 
was the first realistic test of the Agency’s readiness. It was an ob- 
ject lession that petroleum continues to be a critical item of supply 
with which every operational commander is concerned. , 

A few hours after the Iraqi revolution, and the U.S. decision to 
assist the Government of Lebanon, MPSA’s buyers were lining up 
additional petroleum supplies in response to urgent purchase re- 
quests from the inventory control points. While initially our pro- 
curement actions were directed toward obtaining petroieum supplies 
for the U.S. forces, events occurring nearly simultaneously with the 
landings in Lebanon broadened U.S. logistical responsibilities in the 
area. As a result, the overall support for the Middle East included 
not only the procurement and distribution of oil for the U.S. Forees 
in Lebanon and Turkey, and their associated fleet and air compon- 
ents, but also for the support of British forces in Jordan and of the 
Jordanian civil economy, One of my officers was sent to Jordan and 
served on the staff of the Embassy to appraise and coordinate the 
petroleum logistics requirements for that country. 

By the 2ist of August the military departments had submitted 
emergency purchase requests to MPSA, over and above those of their 
normally large programs, for 8 million barrels of bulk fuels and 6 
million gallons of packaged fuels and lubricants. 

The distribution coordination workload increased sharply--in fact, 
tanker shipments in the month of July were the highest in the 9 
years history of MSTS. All requirements were met. 

The subsequent Formosa crisis was handled with equal success. 
In both of these emergencies we received outstanding support and 
cooperation from the military departments, MSTS and the petroleum 
industry. 

Commendations were received from the Chief of Staff of the Air 
Force, the Chief of Naval Operations, and Commander 6th Fleet for 
the performance during the Middle East crisis. 

(Chart X accompanying Admiral Lattu’s statement follows:) 
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CHART X 


HOW EXPENSIVE I$ MPSA ? 


Total Procurement Value $1,194,000,000 


MPSA Operating Cost FY-1958 $1,026,187 


MPSA Expense - 0.1 Percent of Procurement Value 





Admiral Latrv. In conclusion I would like to state that the present 
military petroleum, supply system is functioning in a highly satisfac- 
tory manner. 

‘Thank you gentlemen. 

Mr. Houirrevp. Thank you, Admiral. 

We'll have to adjourn now to answer rollcall, and we’ll meet again 
in this room at 2 o’clock. 

(Whereupon, at 12:15 p.m., a recess was taken until 2 p.m., of the 
same day. ) 

(The MPSA reply to the subcommittee questionnaire follows :) 


REPLY TO QUESTIONNAIRE OF THE MILITARY OPERATIONS SUBCOM- 
MITTER OF THE HOUSE COMMITTEE ON GOVERNMENT OPERATIONS 


Prepared by the Executive Director, Military Petroleum Supply Agency, May 1959 


Name of agency: Military Petroleum Supply Agency. 

DOD directive chartering the agency: DOD Directive 5160.18, July 24, 1956. 

Have all functions assigned by the charter been assigned to the Executive 
Director? All functions assigned by the charter have been assigned to the Ex- 
ecutive Director except for standardization. The Executive Director participates 
in standardization activities but does not develop and direct the program. 

Executive Director: Rear Adm. O. P. Lattu, Supply Corps, U.S. Navy. 

Date of appointment: May 1956. 

Prior assignments: Admiral Lattu has had 27 years of supply management 
and procurement experience, much of it at high level. He majored in economics 
at the University of California, and is a graduate of the logistics course, Naval 
War College. Among his assignments in recent years have been the following: 


Officer in charge, planning division, Naval Supply Depot, Oakland. 
Supply officer, 5th Fleet. 


Deputy Director of Material and Supply, Bureau of Supplies and Accounts. 
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Fleet and force staff supply officer, Pacific Fleet. 

Commanding officer, Naval Supply Depot, Newport. 

Commanding officer, Ships Parts Control Center, Mechanicsburg, Pa. 
Assistant Chief for Transportation, Bureau of Supplies and Accounts, 


Brief history of the agency: The Armed Services petroleum Purchasing Ageney 
(MPSA’s predecessor) was established in 1948 as successor to the Joint Army. 
Navy Petroleum Purchasing Agency (established in 1945). JANPPA was joint 
only in having joint offices. ASPPA was a result of the National Security Act 
ef 1947, which established the Department of Defense, and of a meeting amo 
the Secretary of the Interior, Secretary of Defense, top-level military Officers 
and top-level petroleum industry executives. The industry executives strongly 
recommended a single petroleum procurement agency as the best means to obtain 
military requirements from industry. In 1953, when the Munitions Board wy 
disestablished, certain planning and technical functions were transferred from 
its Office of Petroleum Programs to ASPPA. 

Authority: By joint agreement of the Secretaries of the Army, Navy, and 
Air Forces, ASPPA was established under a joint directorate of the Depart. 
ments’ Supply Chiefs. The Secretary of the Navy was designated as single map. 
ager by a memorandum from the Assistant Secretary of Defense, dated Febr. 
ary 16, 1956. DOD Directive 5160.18, July 24, 1956, established the PUTpose 
scope, and responsibilities of the Single Manager for Petroleum. 

Agency which preceded the single manager agency if any: MPSA was pre 
ceded by the Armed Services Petroleum Purchasing Agency (ASPPA) whig 
was established in 1948. 

Difference in authority and mission from prior agency: ASPPA was a joint 
service agency operating under guidance of a directorate composed of the servig 
supply chiefs. MPSA is the agency for the Single Manager for Petroleum, the 
Secretary of the Navy. MPSA retains the missions previously assigned tp 
ASPPA, and includes the following principal additional missions: 

(a) Inspection: Direct program worldwide; in lieu of “provide general guid. 
ance and direction.” 

(6) Storage: 

(1) Review storage requirements worldwide and make recommendations 
concerning acquisition by public works or commercial services. 


(2) Coordinate the program of dispersion and protection of contract com. | 


mercial storage. 
(3) Contract for commercial storage and related services for the Army. 
ASPPA previously contracted such services for Navy and Air Force. 
(c) Distribution: 
(1) Coordinate the distribution systems. 
(2) Coordinate or direct agreements to insure maximum cross-servicing. 
(3) Coordinate the redistribution of stocks in CONUS and as requested in 
oversea unified commands. 
(d) Inventory management: 
(1) Coordinate a program for positioning of reserve and operating stocks 
to obtain maximum availability and minimum loss in event of enemy attack. 
(2) Coordinate worldwide uniform prices and pricing procedures for cross 
servicing. 
(e) Cataloging: 
(1) Coordinate cataloging operations of the military services for petro 
leum. 
(2) Operate as a single DOD submitting activity in the Federal catalog 
system for petroleum. 
(f) Standardization: Act as a participating activity. 
(g) Training: 
(1) Coordinate training provided by the petroleum industry. 
(2) Review training programs and facilities within CONUS and recom- 
mend measures to provide for maximum cross servicing. 
(3) Assist the military departments in obtaining personnel and consulting 
services through contacts with petroleum industry and organizations. 
Extent of authority granted in relation to whole supply function as to this 
commodity area. 
Authority is limited to the extent that neither ownership nor funding by! 
single stock fund is provided. With ownership remaining with the services, th 


single manager’s authority in a number of areas is necessarily limited to coordi: 


nation rather than control or direction. 
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1g authority granted sufficient to improve management and lessen cost to the 
Government with respect to this commodity, on the basis of the Agency’s experi- 
ce? 
“Yes Existent authority has made possible improvements in commodity man- 
ment and reduction in Government expenditures, 


Command channels from the Agency or Executive Director to the single man- 


Fe) Military: Commandant, Potomac River Naval Command, Chief of Naval 
rations. 

(b) Administrative, fiscal, and management: Chief, Bureau of Supplies and 
Accounts. F f 

(¢) Working : Appropriate technical bureaus and offices. 

Is the Agency’s place in the departmental organization appropriate to the 
task? Amswer. Yes. 

Does the place in the organization of the department affect the authority of the 
Executive Director? Does it affect the Agency’s efficiency? 

There is no adverse effect on authority or efficiency. 

Agency’s mission: As set forth in BUSANDA Instruction 5450.78A of January 
6, 1959: To meet the supply support requirements of the military services in 
terms of centrally managed petroleum products. 

Agency’s actual task description: This Agency, subject to the direction of 
the Chief, Bureau of Supplies and Accounts, the overall guidance of the Secre- 
tary of the Navy, and the policies and programs of the Office of the Secretary 
of Defense : 

(a) Exercises direction and control of the assigned supply management func- 
tions including procurement of material and services, and collation of net 
requirements for procurement. 

(b) Coordinates the supply management functions of distribution and redis- 
tribution, transportation, storage, disposal, standardization, and training. 

(c) Develops and directs a program of cataloging. 

(d) Directs the program of procurement inspection worldwide, utilizing in- 
spection services and facilities of the military departments. 

(e) Coordinates a worldwide system of uniform prices and pricing proce- 
dures for cross-servicing. 

(f) Receives, collates, reviews, and comments on peacetime and mobilization 
requirements. 

(g) Performs such other functions outlined in DOD Directive 5160.18, as 
assigned by higher authority. 

Are operations entirely in the Zone of Interior or do they extend overseas? 

All principal functions are of worldwide scope. 

Is Agency organized to operate efficiently in limited war conditions? 

Yes. Reference is made to the performance of the Agency during the Leba- 
non and Formosa crises in 1958. 

Organization: (@) Headquarters organization appears on p. 213. 

(b) Brief description of functions performed by each element or organiza- 
tion. Functional chart appears on p. 214. 

(ce) Any personnel staffing problems? 

The Agency has experienced some difficulty in obtaining qualified personnel. 
The substantial difference in wages paid by industry and by the Government, for 
similar positions, adversely affects the recruitment of trained personnel from 
industry. 

(d) Estimated number of personnel performing the functions the Agency now 
performs, prior to creation of the Agency. 

At the time the Military Petroleum Supply Agency was established, the Armed 
Services Petroleum Purchasing Agency was authorized a total of 141 personnel. 
MPSA has had 156 personnel authorized. Additional functions assigned to 
MPSA, above those performed by ASPPA, for the most part, were not performed 
by any agency prior to establishment of MPSA. The additional functions are 
set forth above, under “Brief History of the Agency.” These functions are being 
performed by the 15 additional personnel. 

(e) Has the Agency recommended abolishment of agencies, offices, or per- 
sonnel positions in the same, or other service which have duplicative functions? 
If not, whose responsibility is it to make such recommendations? Has all such 
elimination of duplication been effected at this time? 

At the time of MPSA’s establishment, six positions were abolished in other 


_ agencies. Since that time no duplication in functions has been found to exist. 


j 
; 
i 
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Should duplication of any functions be recognized, it would be MPSA’s p 
sibility to make recommendations to correct the situation, through the 
priate channels. There is no known duplication at the present time. 

Suborganizations, if any : None. 

State relationships with other single manager agencies, and with headquartey | 
of other departments. i 

Close working relationships are maintained with the Military Traffic Mana» | 
ment Agency and Military Sea Transportation Service in connection with trayg| 
portation of petroleum. On matters of policy and procedure MPSA Coordinaty | 
with the Department of Defense (S & L) Armed Services Supply Support Center 
Headquarters, Air Force, Office of the Quartermaster General of the Army the 
Supply Department of the Marine Corps, OCDM, Department of Interior, aj 
other governmental agencies. Matters concerning requirements, procuremey 
storage, distribution and other supply functions are handled directly with the 
service inventory control points. 

How are transactions arranged and funded between agencies? 

MPSA has no stock fund and owns no stocks, therefore, MPSA is not inyolyy 
in financial transactions between service inventory control points. On fin 
quantity contracts, the service inventory control point placing a procuremey 
requirement on MPSA, includes a fund citation with the requirement. Mpg 
then obligates the funds, and payment is made by the individual service, 

Requisitioning and purchasing: (@) Do MIPR’s or other requests for ty 
commodity area, come from a single service source? Are service requisitionin 
offices located on the same premises? 

Purchases requests come from two sources, in both the Navy and the 4} 
Force. One Army and one Marine Corps source submit requests. None of th 
requesting agencies is located on the same premises. Requisitions (requests fy 
shipment), are submitted only by the overseas unified commands. 

(b) What interservice agreements, procedures, and instructions are hein 
used by the military departments for computing and coordinating requiremens 
prior to submission of MIPR’s to the Agency? 

1. MPSA operating procedures include the following: i 
(a) Screening of excess stocks and releasable assets. i 
(b) Interservice supply support agreements to overseas. 

(c) Into-plane purchase requirements consolidated by Air Force fr 
all services. | 
2. Interservice supply support agreements (DD form 1144) are enters 
into by the services when it is determined that elements of one servig! 

should receive supply and/or service support from another service. 

Inventory control points: (a) How many depots handle this commodity? 

MPSA owns no stocks and controls no depots. 

(6) How many inventory control points have inventories of this commodity 
area? 

Each service has one primary inventory control point for petroleum products 
In addition, the Army, Navy, and Air Force each have some petroleum item: 
under another inventory control point. 

(c) Does the Agency have available information on inventories worldwide! 

Bulk inventory information is available. Monthly bulk slates reflect over 
seas inventories of bulk products. Quarterly reports are received from th 
Services, showing total bulk and packaged fuel inventories broken down betwee 
offshore and U.S. continental location only. Inventory of packaged lubricant 
and specialty items is available from the services. 

Inspection. Does Agency inspect stocks? If not, what service or unit per 
forms the function? 

MPSA does not inspect stocks. MPSA is responsible for the inspection ani 
acceptance, or the arrangement therefor, on all stock procured. Pursuant t 
paragraph V.D. of DOD Directive 5160.18, “single manager assignment for 
petroleum,” inspection is being performed by the military departments based « 
assignments made by MPSA in each individual contract. These assignment 
are made so as to result in maximum efficiency with a minimum of duplication 
and overlapping of effort. 

Funding: (a) Is the Agency onastock fund? No. : 

(b) Are all departmental users of the commodity group funded similarly 
Yes, with some minor deviations between services. 

(c) Is funding an essential element in the efficiency of operations? No. 

(d) Describe procedures by which service funds are obligated if Agency do) 
not hold stocks or provide services directly. 
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For firm quantity contracts, the military departments provide MPSA with a 
funded purchase request certifying fund availability in an amount to cover their 

girements. The Budget and Statistics Branch, MPSA, maintains an internal 
ae control to insure that sufficient funds are available to cover each award or 
contract entered into, prior to release from the Agency. Copies of awards and 

tracts incurring obligations against these funds are forwarded to the ap- 
os jate accounting office of the service involved, for recording as obligations. 
Monthly reports are prepared by the Budget and Statistics Branch, MPSA, to 
reflect the status of funds, and for the purpose of reconciliation with depart- 
mental accounting records. 

The majority of MPSA contracts are unfunded. After award of such con- 
tracts, the consuming service is responsible for issuance of delivery orders, 
obligation and payment of funds, and receipt of product. 

Significant accomplishments since organization of present Agency. 

Has Agency been able to: (@) Reduce the cost to the Government of the 
commodity ? aoe 

Last year the Agency purchased over $1 billion worth of petroleum products 
for the three military departments. Centralizing this procurement volume in 
one activity helps the Government to buy at the lowest possible cost. Products 
are generally purchased at prices below the commercial market level. The 
Agency has considerably broadened its sources of supply. This action has 
resulted in numerous benefits to the Government. While no detailed “savings” 
records have been maintained, it is believed it has saved millions of dollars. 
It has provided the services with greater flexibility, particularly in the over- 
sea areas. The Agency has been able to coordinate the worldwide shipment 
by tankers of petroleum in such a manner as to reduce backhauls, crosshauls, 
and other uneconomical actions. When the Agency, with the cooperation of the 
services and MSTS, avoids a single uneconomical movement of product, thou- 
sands of dollars are saved. 

(b) Reduce the overhead cost to the Government? 

More personnel are employed to handle the larger mission, and individual 
wages have been increased. Wages represent approximately 83 percent of all 
Agency overhead. These factors have acted to preclude reduction in Agency 
overhead costs. 

(c) Improve the time interval between request and distribution to the user? 

As far as the time interval between purchase request and award is concerned, 
there have been no significant changes. However, more is being accomplished 
in the same length of time. Workload, as measured by contract documents, has 
increased 40 percent in the last 3 years, while procurement personnel have in- 
creased only 21 percent. With regard to actual delivery of product, MPSA takes 
no part in deliveries within the United States, except for coastwise tanker move- 
nents. Offshore requirements for bulk and certain packaged products are re- 
ceived by MPSA, then forwarded to service inventory control points. Delivery 
time is largely controlled by the individual services. No substantial changes 
have occurred. 

(d) Reduce the number of unnecessary items in stock? 

Yes. At the beginning of the catalog review of line items assigned to the 
single manager there were 1,858 line items to be reviewed. At present, there 
are 1,256 line items in the single manager assignment, a reduction of 602 items, 
or approximately one-third reduction. It should be noted that the 1,256 line 
items presently under single manager assignment include 22 new items of 
supply that have been added to the military system. 

(e) Properly locate and maintain control of stocks? 

MPSA does not exercise direct control over stocks with exception of redis- 
tribution of excesses. MPSA can and does utilize service excess reports and 
other available data, such as bulk slates, to redistribute stocks, reduce procure- 
ment requirements, and initiate interservice agreements for storage and distri- 
bution of stocks. 

What procurement regulations apply to this Agency? (Title only). 
Services Procurement Regulations and Navy Procurement Directives. 

Does the degree of success of Agency indicate the value of “single manager” 
operations in any closely related fields? 

The only closely related field is the transportation of petroleum. 
managers in the transportation field have been established. 

_Do “single managers” in different fields and different services have an easier 
time working together than other types of managers? 


Armed 


Single 
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No conclusion can be drawn from MPSA experience. With the exception «| 
“service type” managers such as MSTS, a commodity single manager agency : 
by virtue of the fact that it is a single manager for a closely integrated com. | 
modity area, has little or no direct contact with other managers, "| 

What agencies are interested in supplies from the Agency’s commodity areg 
in emergency conditions that are additional to normal requisitions? 

MPSA has no official knowledge of emergency requirements of other thay 
military agencies. 

How frequently are emergency requirements reviewed and coordinated? 

Emergency military requirements are reviewed annually by MPSA. 

If your Agency had to expand for emergency conditions now, could any 
quartermaster or supply officer of any of the services fit into the organization 
quickly and easily? 

Petroleum training and experience in the civilian petroleum industry or yj. 
tary petroleum activities would be a prerequisite in certain key positiong, 

What type of contracting is done by your Agency? Describe the Steps in 
the contracting procedures. 

MPSA contracts, worldwide, for petroleum products and services, for 9} 
‘military services. Firm quantity and indefinite quantity contracts are use 
Approximately 90 percent are of the latter type. Funded contracts accoy; 
for approximately 27 percent of the dollar value of all contracts; unfunda 
contracts, the remainder. 

The basic contracting steps are: (1) Receipt of requirements, (2) preparing 
requirements for solicitation of suppliers, (3) solicitation of suppliers, (4) open. 
ing of bids or offers, (5) evaluation of bids or offers, (6) the making of the 
contracts with the successful bidders or offerors, and (7) contract followup or ad. 
ministration. Purchase requirements are received from the military departments 
in accordance with established schedules. MPSA consolidates the requirements 
and prepares the solicitation to industry. Both informal negotiation and forma) 
advertising are used. (For fiscal year 1958, 54 percent of the dollar value of | 
purchases was accomplished by formal advertising; 46 percent by negotiation, | 
the majority of which was on a competitive basis.) Normally, industry is givyey 
30 days in which to submit bids or offers. Public openings of all formal aé- 
vertisements are held. Bids or offers are evaluated on the basis of the lowest 
overall cost to the Government, and awards are made to the supplier whose bid 
meets this condition. 

In how many important instances has the Agency commented on the validity 
of requirements that it questioned? 

MPSA comments on a day-to-day basis on product procurement, storage, inspec. 
tion, and distribution requirements, for which the Agency is responsible. No 
consolidated documentary record is kept on most such comments, because they 
are made as a part of day-to-day operations. One example wherein MPSA re 
view of storage and distribution requirements resulted in substantial economies 
eoncerned the supply of Avgas to Navy and Air Force activities in southeast 
Florida. This resulted in an agreement wherein Navy would receive, store, and 
issue to activities of both services. The cost of transportation and handling was 
reduced by over $100,000 per year. 

Is the Agency called upon for advice, coordination, or approval in research 
and development work within the commodity area? 

The Agency has representation on the working groups for fuels and lubricants 
under the direction of the Director of Defense, Research and Engineering. This 
participation enables the Agency to keep adequately informed on progress in re- 
search and engineering in the area of petroleum. Inasmuch as the Agency is 
not engaged in research, it is not called upon formally to coordinate or endorse 
R. & E. projects per se. However, Agency representatives do voice their opinions 
on the objectives or feasibility of projects at working group meetings. Further, 
the Agency is provided the opportunity to review and comment on proposed 
fuels and lubricants specifications which are the final product of R. & E. 
work. 
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| Data on the Military Petroleum Supply Agency 
__ 
| Fiscal year Fiscal year Fiscal year | Fiscal year 


1 1957 (7 Jan. 1958 1959 
(ASPPA) MPSA) 


_ | K“- 


ersonnel, operat ing agency: 
. (a) Military: 



































Officer... -.-------------------------- 15 22 21 21 
Mw sed do esctes si sacecckiceeetee 3 D ccksccdiateus henbeibcosce 
PE ccctieadeesnnean sas ddicsesnwnns 18 22 21 21 
vilian: 
(Ct DE... ctthnsceebhdentanadaa aos 6 9 9 9 
Seeriees G0 OCNOT..... «25. cen eness 135 147 147 153 
, Ds Et Bre casas tecst seed 141 156 156 162 
Number of line items in single-manager assign- | 
ment...-.-------------------------------------- 0) 1, 858 1, 435 1, 256 
Procurement: ; 
(a) Procurement actions: 
1. Number of contracts _.--_.......--- 2, 149 2, 239 2, 130 2, 560 
2. Number of contract changes--_-_--_- 4, 289 5, 740 6, 244 6, 830 
3. Number of item entries___...._.._- (?) (2) 13, 409 14, 215 
4. Bulk products contract coverage: 
a. Barrels (thousands) --.. ____- 234, 000 251, 000 261, 000 290, 000 
b. Dollar value (thousands) - - - $1,059,000 | $1,117,000 | $1,142,000 | $1, 154,000 
(b) Commercial bulk storage (including re- 
lated facilities and services): | 
1, Contractual obligations for storage 
and services: 
a. Number of contracts___-.-..-- 125 161 158 165 
“wo | $11, 620, 000 $12, 160, 105 | 3 $24, 129,327 |4$36, 336, 512 
2. Commercial storage (thousand 
barrels): | 
a. Under contract. -...........- 21, 200 25, 814 25, 314 29, 366 
Dy I i canimiicniiemn canis i. soca chilaniante ts eos ahhacss We inceesecargsain ei eaeidaalieaseeaial 143 
| i I a i oe coca caine Sia eel eee | 500 80 
d. New contracts_..........- thes sheets Semel ae Snide ae 1, 175 
Administrative costs of operation: 
NN SS A Mle 5.5 3 die ol ks dem oehomtowed Samioee $580, 637 $683, 77 $845, 551 $969, 633 
is aerate cate tae 107, 625 136, 134 184, 394 | 205, 467 
a 688, 262 819, 912 1, 029, 945 1, 175, 100 
Distribution: 
(a) Tanker loadings arranged by MPSA_-__-- 986 1,044 810 920 
(6) Number of barrels so moved by tanker-_.- 95, 033,000 | 113,479,000 | 108,109,000 | 114, 151,000 
'MPSA not established. 
2 Not available. 





3 MPSA assumed responsibility for Army contracting. 
‘“Hardening” storage program started. 


AFTERNOON SESSION 


Mr. Hortrireip (presiding). The subcommittee will be in order. 
We will continue with our hearings. Mr. Roback? 

Mr. Rosacx. Mr. Chairman, we will spend a few minutes with Ad- 
miral Lattu, then we will consult with the Air Force representatives. 

Admiral Lattu, what is your judgment about your operations from 
the standpoint of things that ought to be done, not now done, or au- 
thority to be applied, now lacking ? 


Participate b development {sad prometyrte bets service rapply 
‘epee 7 wewent 


FURTHER STATEMENT OF REAR ADM. 0. P. LATTU (SC), USN, 
EXECUTIVE DIRECTOR, MILITARY PETROLEUM SUPPLY AGENCY; 
ACCOMPANIED BY GEORGE JILLSON, ASSISTANT DIRECTOR, 


SERVICE CONTRACTS DIVISION; AND RICHARD E. SCHATTMAN, 
ASSISTANT COUNSEL 


| Admiral Larru. Well, we have quite a few projects that we are 
| working on with the services. One of them, is the new purchase and 
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consignment program which will be implemented as of July, in onder 
to provide simplified accounting, and to make our tanker scheduling 
less complicated. 

Also, we have under study with the services local procurement. At 
the moment, our estimate is that we buy centrally 99 percent. Buy 
this is an area into which we are looking further. We do not have 
complete study as yet. 

We are, also, making a study on how to improve packaged product 
distribution. 

So we do have a lot of projects in the mill. By working with the 
departments we should improve our distribution systems and oy 
efficiency, thereby effecting economies. 

Mr. Rosack. Is there anything in the nature of the Agency’s struc. 
ture or setup which limits your effective performance, that is to gay, 
are there authorities which you ought to have which you do not now 
have? 

Admiral Larru. No; I think it is working very well. There ap 
changes that we will have coming up during the next year or two 
which we are working out with the services. 

Mr. Rozack. You have enough leverage in controlling the require. 
ments, either in the sense of determination or recapturing of stocks, 
or redistribution of a commodity with which you deal? Do you fee} 
that you are something more than a service agency that simply car- 
ries out whatever orders it gets, as a good buyer does ? { 


REQUIREMENTS COMPUTATION 


Admiral Larrv. I think that we should recognize that petroleum 
is a commodity that is used very, very rapidly by the service. The 
turnover of stocks is roughly 4 to 5 months. 

Therefore, when you ask, do I control the requirements and so 
forth; I do not think control is necessary because the Joint. Chiefs of 
Staff set a certain number of days supply. The services within that 
control, and to fit their operations and their overall strategie concept 
dictates, decide what those levels are. And in every emergency we 
have had to buy more product. Therefore, petroleum is something 
we talk about in terms of days’ supply and not in terms of months 
and years. It issomething that you consume in a hurry. 

Actually, I do not think that. we should take a look at these reqtire- 
ments. We do not lose any bulk stocks through spoilage or long 
supply. ‘The services rotate them. 

It is not what you run into, let us say, in clothing and other types of 
commodities. You do not have the problem with petroleum that you 
have with those. The annual sales are a great deal more than the 
daily inventories. 


COMMERCIAL OIL STORAGE CONSTRUCTION 


Mr. Rozack. One of the attributes of a single manager is supposed 
to be that he acquires and sustains an expertness and an experience 
in a given line of activity, and you look to him for advice and good 
management and for technical assistance. 

Let us consider a specific problem in your agency. Some time ago, 
you and I had occasion to discuss a matter for which you were con- 
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tracting, the constructing of storage facilities and their maintenance 
©) ° 

er a 20-year period. 

ver a@ 2U-Y ; it 0 
1 The Air Force was the interested party. The Air Force gave you 
a sheet of instructions. And you added nothing to it or took nothing 
way from it. habe 
" T en when the Air Force decided that they wanted to change their 
requirements suddenly, they sent you another sheet of instructions, 
and you went and told the prospective bidders, “it is now different 
; “s ~ efiay ? 
than it was yesterday. 

What do you add to that process, besides being a good buyer? 

MPSA STORAGE COORDINATION 

Admiral Larru. By having a complete picture of the storage re- 
quirements of the Navy, Army, and Air Force, and of the industry, 
we are able to coordinate and collate these requirements. And we 
have several times indicated to the other services, “look this other 
service has some capacity, you can use that instead of building.” So 
withthat picture, we do eliminate duplication. 

As to specifications, once they come to us, however, in a prepared 

As to Ss} q 
form, naturally, we do not change those. We can, through experience 
in buying, recommend certain changes and we do that continuously. 

Mr. Rosack. Have you ever changed a request for new storage facil- 
ities into the use of some other existing facilities? Have you ever 


actually stopped the contracting of such facilities ? 


Admiral Larru. During the Middle East crisis, the Navy was short 
The Air Force had a 
contract with a company which they desired to reduce. We brought 
the two services together. The Navy did utilize the excess capacity 
which the Air Force had under contract. This saved the Air Force 
atermination charge. 

We have had several cases like that. 
area in Florida. 


One was in the Jacksonville 
LONG-TERM STORAGE CONTRACTS 


Mr. Ropack. Take the case that we have mentioned, where the Air 
Force told you that they wanted to have an operation that extended 
over 2 20-year period. As you know, Congress specifically authorized 
the Department of Defense to make a contract for a 5-year period, with 
three 5-year renewal options, extending over a total period of 20 years. 
And there was some question in the course of that contract arrange- 
ment whether you. as the buyer, were warranted in considering bids 
over 20-year periods, when your contracting authority was limited to 
ad-year period. In other words, what was the status of the options 
nasking bid prices? That was the question that was involved, as you 
will recall. 

Admiral Larru. The contract authorized was for a firm 5-year 
period, with three successive 5-year unilateral options in the Goy- 
ernment. 


AUTHORITY VS. REQUIREMENT 


Mr. Ropack. If you have a 5-year contracting authority, with 
} options to renew, are you warranted in asking from bidders, under a 


| ‘ontract for 5 years, prices over a 20-year period? What I was get- 
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ting at is, was that Air Force requirement simply a recitation of th 
statutory authority which they assumed, or they understood, they ha 


rather than a specific statement of requirements? In other words qj 


the Air Force really know that somewhere up in New York thp 
wanted to have a fuel storage facility for 20 years? 
Admiral Larrv. To start with, it was our agency, with the Depar, 
ment of Defense and with the Air Force, that went to Congress gop, 
years back and stated that a protective and dispersal storage progray, 
to provide more storage out of congested target areas, was require 
No contractor was interested in providing such storage on a 1-year oy, 
tract. Congress approved a 20-year program. This meant a 5-yy, 
firm contract and three 5-year unilateral renewal options on the Dar 
of the Government up to 20 years. That was the Air Force requix 
ment at the time, and certainly today, looking ahead, I am sure jj 
Air Force is thinking of existing bases in terms of 20 and 25 years, 
I think it is very good insurance and a good contract. 

Mr. Rozacg. My question was, whether this was a contract to satis 
the requirements of the contractor or of the Air Force. 
Admiral Larrv. To satisfy the requirements of the Air Force, 

Mr. Rosack. And if the Air Force told you that it wanted th 
operation for 20 years, you do not question that ? 

Admiral Latrov, No. 

Mr. Ropack. So far as you are concerned, that is a firm requir 
ment ? 

Admiral Larrv. Right. 


PRACTICABILITY OF COMPETITION 


Mr. Rorack. Another aspect of that particular negotiated contry 
award was that you had to make an administrative determination, # 
was your privilege under the law, that it was impracticable to obtai 
competition. Considering this question generally, why it was impn 
ticable to have competition when you had a number of contracta 
with considerable interest, and a range of prices? 

Admiral Latru. When you say “lack of competition,” we actual 
do have competition; we do negotiate though. Are you referring ti 
sealed-bid type competition ? 

Mr. Rowack. Lam referring to the sealed-bid type. 

Admiral Larrv. To start with, since the requirements of the pr 
gram are to put this storage activity 10 or 15 miles from the airbas 
and in most cases to hook it up to some commercial pipeline, office 
have a great variety of choice, as to what and where to build. Tl 
Air Force does not have to do an engineering study of the site: 
complete the engineering details of a storage terminal. That wou 
be quite an expensive and time-consuming job. Actually, ally 
want is the facility that will guarantee so much throughput and: 
much storage over a period of time, which we have been doing! 
years. 

Therefore, after the contract is completed, the particular compar 
which is a low bidder, has the facility for his own use. Therefore,’ 
can engineer it best for himself, for his future use. 

Mr. Ronackx. Why could you not advertise such a contract! 

Admiral Larrv. With the specifications firm, you mean? 
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Mr. Ropack. You could specify that it must be so many miles from 
the inhabited area—it must have a certain kind of structure; in fact, 
ou have done that. You and I have seen many more complicated 
and intricate specifications on advertised bid invitations than were 
in that particular negotiated bid. What you did, in effect, was 
simply not advertise—and you frequently do that—and you make 
the justifications routine, an automatic determination that it is im- 

racticable to obtain competition. Isn’t that the case? 

Admiral Larrv. We secure competition. ne kl 

Mr. Rosack. I understand, but in this competitive negotiation you 
are relieved from all kinds of rules and regulations which apply 
rather rigorously when you have formal advertising. That point is 
always made to the committee, that you have competition when you 
negotiate. Of course, we understand that. It would be unwise not to 
have competition in most cases. 

Admiral Larrv. Well, actually, even in other products where we 
have specifications, when the market is tight, We negotiate, and we get 
a much better bidder price. We only do it, of course, during a period 
in the market when the prices, or, rather, the supplies are very, very 
tight, and we know the prices will go up. 

‘Mr. Rosack. We get enough information about the difficulty of 
advertising, and then we, also, got information that after a certain 
missile, for example, has been developed fairly well, it will be put out 
on advertised bid. Whereas a missile can be advertised, we are told 
that it is impracticable to advertise for the building of storage facili- 
ties, and that sort of thing. Why is that such a complicated opera- 
tion? That issomething that puzzles me. 

Admiral Larrv. I would not say that it is complicated or impossible. 
It would take a great deal more time and more work, more expense to 
the Government. Here we have a program that the Air Force desires. 
a petroleum storage dispersal program in a hurry, to back up new Air 
Force bases or to meet new missions. There is a great deal of work 
involved to make detail specifications that I feel is unnecessary and 
costly. 

Mr. Ronack. You would not have gotten any more bidders by ad- 
vertising. 

Admiral Larrv. Not a bid more. 

SITE SURVEY 

Mr. Rogacx. Then, it would not have taken any more time and 
expense to analyze the bids. 

Admiral Larrv. There is a lot of work beforehand, such as site 
survey and all of that. 

Mr. Rorack. You have to do that in any event. 

Admiral Larrv. Not an engineering study ; each company does that. 
Wedo not have to do it. 

Mr. Rozack. I mean you would have to do it if you had a formal 
advertising or negotiation, and you inspected all of the sites, one way 
or the other. 

Admiral Larrv. After they are bid on, we take a look at them, that 
is correct, 
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NEGOTIATED PROCUREMENT 


Mr. Hortrrevp. On page 6 of your statement, you say that this 
fiscal year, 67 percent, or $605 million, of your procurement in the 
United States was by for mal advertised procedures. 

Do you refer there to the normal method of advertising and receiy. 
ing sealed bids ? 

Admiral Larrv. Yes, sir. 

Mr. Hoxirtetp. So the other part of that, the 33 percent, would bp 
in the area that Mr. Roback says were negotiated. 

Admiral Larru. Negotiated, right. 

Mr. Hoirtetp. Is that a negotiated contract between competitors 
or is it just a negotiated contre act with one supplier / 

Admiral Larrv. A great deal of this 33 percent, for instance, is 9 
small business. When we put out our invitations for bids we set aside 
a certain portion to smal] business. 

Mr. Houirtetp. I see. All of that then is negotiated with smal] 
business people ? 

Admiral Larrvu. Yes; all of that then is negotiated with small bugi- 
ness people. 

Mr. Houtrtevp. It is not a formal bid? 

Admiral Larrv. Rather, our negotiation with small business js 
fairly simple, because they get the top price. That is considered 
negotiation, sir. 

Then the reason for this other large dollar negotiation is that one 
particular product, aviation gasoline, was In very tight supply last 
fall, and we sent out a request for proposals. We had just as many 
suppliers come in and offer. But, because we negotiated it meant that 
if we received offers, let us say, ranging from $0. 155 per gallon to $0.17, 
we could and did negotiate the high prices down. 

Mr. Houtrievp. I see. 

Admiral Larrv, And, actually, in this particular, and all other 
negotiated types, we can save the Government money. 

Mr. Houirtevp. In other words, where you do negotiate you do not 
negotiate upward, — e the market ? 

Admiral Larrv. I do not know of any case. We are always driv- 
ing them down. They consider us very hard bargainers in the 
industry 


COMPETITION IN PETROLEUM MARKET 


Mr. Houtrrecp. When you advertise for a formal bid for a special 
amount of petroleum products, how many bidders do you ordinarily 
have? 

Admiral Larrv. I think in this JP-4, we had well over 100. De 
you recall ? 

Mr. ScHatrmMan. 105—it was nationwide. 

Mr. Howirretp. Nationwide, 105. What was the variability of 
those bids—was it considerable, or are you faced with a situation 
where the control of this product is so close that you get just about 





the same amount, very close to the same amount from all of the 


bidders? 
Admiral Larrv. In petroleum right now, the competition 1s very. 
very tough. Thespread can be as much as 2 cents a gallon. 
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Mr. Houtrievp. It can be? 

Admiral Larrv. Yes. 

Mr. Houirrecp. As much as 2 cents? 

Admiral Larrv. It does not take more than an eighth of a cent, 
you see, to make a big difference, when we talk about millions of 
gallons. It could only be an eighth of a cent—and that may not be 
much—an eighth or a quarter or one-half a cent. and that runs into 
millions immediately. We are talking about billions of gallons that 

ying. 

We eaten. That is true not only in the J P-4 gasoline 
Admiral Larru. Avgas. . 
Mr. Hourrevp. But in all types of petroleum products, lubricants, 

greases, and everything? | 

Admiral Larru. In fact, yes. 
50 cents toa $1 a barrel. te 

Mr. Houir1etp. So you feel you have really competition ? 

Admiral Larru. We get fine peor. arate The prices are down. 

Mr. Houir1eLp. That is particularly interesting, because as one goes 
around to the different gasoline pumps for gasoline, we find it all at 
34.or 37 cents and we are inclined to believe that maybe somebody 
ismanaging those prices. I was just wondering whether that carried 
over into the bidding on Government contracts. 

Admiral Larru. The bidders are very hungry. Their prices are 
down, there is cutthroat bidding. It is way under the market price. 

Mr. Hottrteip. I was going to ask you if the contracts you let do 
represent substantial amounts on the commercal market ? 

Admiral Larrvu. Yes. 

Mr. Hottrrevp. I was thinking that it should, because of the 
quantities you buy. 

Admiral Larrv. Right. 

Mr. Houirretp. I would not think any commercial organization 
would be buying in such quantities, or any group of commercial 
concerns would be buying in any such quantities. 

Admiral Larrv. No. 





In Navy special, it runs as much as 


SMALL BUSINESS COMPETITION 

Mr. Rrenuman. May I ask whether the competition is as keen 
in this 33 percent that is set aside for small business that you are re- 
ferring to—is here keen competition in negotiating for that percent- 
age of the business ? 

Admiral Larrvu. On the small business we set a portion out which 
we think they can take. 

Mr. Rreuitman. You have to negotiate ? 

Admiral Larrv. Well, we first go out and then we establish what 
we call a cutoff price which is the best price we have. Legally, we 
negotiate, but they all get that price. 

So that pricewise, they are offered the highest price we pay on the 
non-set-aside portion. It is not too much in the sense of negotiation, 
but legally it is a negotiation. 


Mr. Rreni~man. Suppose half a dozen accept that price, then do 
you allocate ? 
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Admiral Larrv. Yes; it is allocated exactly. That is where 
negotiate. In other words, let us say, that in California we have 4) | 
small refineries the quantity set aside is equal to what they can offe 
We go to the lowest bidder and find out, does he want the quantity 
he bid, although he will get a set price. We then go to the ney 
lowest bid. And that goes on. We go all through the 19 small px. 
finery offers. We ask, “Do you want it at this price?” Some can» 
fuse. The next man can come up and take it, or take a part of it, 

So that is how we negotiate. 

Normally, it is “How much do you want? Are you satisfied with 
the price? Do you want any ?” 

Many times they turn it down when the price is too low. 

Mr. RrenumMan. What do you use as the criteria for small business! 

Admiral Latrrv. A refinery is considered small business when they 
have an output of 30,000 barrels a day, or less, and 1,000 people, or legs 

Blenders and other types of people that we do business with, this 
small business criteria is 500 people or less. This was a decision 
made 

Mr. Rrieuitman. By small business? 

Mr. Houtrreitp. By the Small Business Administration. 

Admiral Larrvu. It was about a year ago. They had quite a hassle 
over it. 

Mr. Rrentman. I was trying to get additional information. I gat 
through all of those hearings. 

Mr. Houtrtetp. Mr. Riehlman was on the Small Business Commit. 
tee. 

Mr. Rrenuman. Thank you. 

Mr. Ropack. I would like to ask this question, excuse me. 

Mr. Rreutman. That is all right, go ahead. 





MANDATORY OIL IMPORT PROGRAM 


Mr. Ropsack. Admiral, if you find under this restriction on ail 
imports that you have to pay a price that you consider excessive, is 
there authority through the Department of Defense to get out from 
under that restriction / 

Admiral Larrv. The question has not come up yet. We have not 
bought any. We will this summer, on JP-4. 

I will, certainly, report anything at all that is, let us say, an ex- 
cessive price increase. I will report that to the Department of De 
fense. I have instructions to do that. Certainly, if it is too great! 
will bring it to the attention of the authorities. 

What will happen after that with this Interior Committee, I do 
not know. It has not come to a point yet where we can raise the 
question. It may. 

Mr. Houirretp. In other words, you are alert to the problem asa 
result of this mandatory exclusion of imports, that the local sup 
pliers may take advantage of that and give you a higher than ordi- 
nary price? 

Admiral Larrv. I am to report it to the Assistant Secretary of the 
Navy, Materiel, Mr. Bantz. In fact, I will every time we have a new 
program. I brief them on prices and so forth, and that goes on Up 
to the top of the Department of Defense. They watch the prices 
very closely. 
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FUEL STORAGE PROBLEMS 


Mr. Danii. Admiral, you mentioned the stocks being measured in 
day's supply. Are all types of fuels handled by you equally stable, 


or do you have problems with particular types of fuels as to their 
bility ? 
oO diraral Larru. At the moment, as far as we know, all of the fuels 


are relatively stable. Some of them may have to be handled more 
carefully and turned over faster, but most of them are stable right 
now. 

There may be some new ones that are in the research stage, some of 
these exotic fuels which we are not yetawareof. 

Mr. Dantin. Will those exotic fuels fall within your responsi- 

slity 2 
to iniral Latru. I do not know. 
They are still in the research stage. 

Mfr. Ropack. You do not handle missile fuel ? 

Admiral Larru. We have some. 

Mr. Rosack. Do you have LOX? 

Admiral Larrvu. What? 

Mr. Rosack. Liquid oxygen. 

Admiral Larru. No, sir; we have some that are based on petru- 
leum—RP-1—we have a few that are in large quantities that come 
with a liquid petroleum base. 

Mr. Rosack. You do not have any solid fuels? 

Admiral Larrvu. No solid fuels. 


The decision has not been made. 


SERVICE CONTRACT PROGRAM 

Mr. Dantin. Admiral, what is the extent of the service contract 
program ¢ 

Admiral Larru. I made the statement here at one place as to the 
number. 

Mr. Dantin. Do you have a dollarwise figure ? 

Admiral Larrv. No, I do not have it. I believe I only have it in 
barrels. 

Mr. Danutn. I am trying to get the dollar volume in the contract- 
ing operation. 

Admiral Larrv. Mr. Jillson, can you furnish that? 

Mr. Jittson. Overall, it runs $14 million. 

Mr. Rosack. On all of them? 

Mr. Jitson. On everything. 

Mr. Rosack. Do you have any short-term contracts ? 

Mr. Jittson. We have 1-year contracts which are under the normal 
authorization. They may have anywhere from one to fifteen 1-year 
options. 

Mr. Ropack. Do you get people to build on the 1-year contract? 

Mr. Jituson. Yes. ; 

Mr. Rosack. What was the 
contract authorization ? 

Mr. Jutson. Bidding for segregated, out of the way locations. 


Mr. Ropack. You do not normally resort to that in areas that would 
have other commercial uses ? 


problem then in requiring a 20-year 
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Mr. Jittson. No; we donot. 
Mr. Rosack. Is that a matter of policy ? 
Mr. Jruuson. Yes; it is. 


LONG-TERM STORAGE CONTRACTS 


Mr. Rosack. So that the committee can be clear on this, and the 
record may show, Mr. Chairman, the Armed Services Committe, 
authorized legislation allowing this Agency to have constructed unde 
private contract, and to operate for 5-year periods with renew] 
options up to 20 years, storage and fuel facilities. What this Agence 
does under that authority is to go out and solicit bids. Mr. Riehlman 
is familiar with this case because he referred it to us. They solic 
bids for 20-year periods even though it may cost the Government mor 
because the options are not exercised. Notwithstanding that om 
bidder may be lower for the first 5-year period, the Agency considers 
the low bid over the whole 20-year period. I am not sure that th 
Armed Services Committee is aware of that matter. 

Mr. Houtrretp. In other words, the low bid might come in for the 
first 5-year period, but they will not bid on the total ? 

Mr. Ropack. The agency will add up to the 20-year period to deter. 
mine whether the award shall be made. But the Government wil 
only realize on that if it maintains the storage facilities for 20 years 
Who can determine specific storage requirements for Avgas 20 year 
from now ? 

Mr. Rreuiman. I am only seeking information now. What per. 
sonnel do you have to thoroughly investigate a contractor’s facilities 
and ability to carry out a contract for 20 years in respect to storag 
and so forth? ; 

Admiral Larrv. All of our contractors are reputable concerns who 
have been in this business, just the same as any other business. Their 
finances and business reputations are checked. They are in the bus- 
ness, anyway, commercially. I see no problem there. In other 
words, they will guarantee that they will operate, build this, and give 
us exactly the services we want. We actually feel that in this 2. 
year period it is cheaper, than on a 5-year basis, and it is good insur 
ance, because I, personally, feel that we are going to have planes 
here for a long time. Whether it is 5, 15, or 20 years, I do not know, 
but certainly beyond the 5-year period. That I think applies to all 
kinds of our weapons systems. I do not know who is going tok 
the judge there, whether 20 years is too long or too short. 

Mr. Rrenuman. It is not a fact of the weapons systems—I am not 
arguing the weapons systems—I am arguing whether or not the com- 
mercial contracts that you have, whether the people who are entering 
into the contracts with you, are going to be in business for 20 years 
When you enter into a contract for that length of time, are you not 
eliminating a lot of competition ? 

Admiral Larrvu. We feel that the ones who are competing—and Wt 
do have competition—will remain in business. The people back oft 
have money. They have the experience and know-how. I think thi 
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applies to any commodity. And in this particular business, from, my 
experience over the last 15 years or so, some of the companies that bid 
this same thing 15 years ago are still in the business, very much so. 

Mr. Rreutman. But if you enter into a contract with X number of 
contractors for 20 years, there is no inducement for anyone else to go 
into that field of activity, is there—there is not much opportunity, 
em Larrvu. Well, to start with, in our bids we make public this 
contract with this company, for instance, so that if they should sell this 
terminal to anybody, the buyer recognizes it as a Government facility 
to this extent and they are obligated to give the same kind of service 
to the Government, or we could take it over then. So we are protected 
in our clauses in the contract. 

Mr. Rosack. In that sense you are not protected, in the sense that 
you did not consider the first 5-year bids which might have been lower. 
Then you would have paid more for your 5 years of operation than 
you might have if you had accept ed a low bid. ; 

I may say for the record, Mr. RiehIman, that the Comptroller Gen- 
eral has seen no objection to this. This raises a question as to whether 
the Congress intended that and if this is a matter that ought to be re- 
ferred back to the originating committee. 

Mr. Rieuitman. And that would be the Armed Services Committee. 

Mr. Ropack. Yes, sir. 

PROTECTED STORAGE CRITERIA 

Mr. Dautin. Admiral, does the agency have any part in setting the 
standards of protection for storage in this type of service contract 
operation, commercial or Government storage—is there anybody who 
has that in this Agency ¢ 

Admiral Larrv. It is not a part of our mission, but the requests do 
come to us. We screen them against a criteria which has already been 
established by the Department of Defense; in other words, the guide- 
lines have been given to the services. 

Mr. Dantin. Your agency does not formulate them ? 

Admiral Larru. No, that has been done already. We just follow 
this criteria which has already been established with all of the services 
cooperating with it. 


PETROLEUM COORDINATION OVERSEAS 


Mr. Dautin. You pointed out that there was considerable coordi- 
nation among the Unified Commands Overseas with regard to the 
stocks and the management of them. That appears to indicate that 
there is greater coordination in the field than within the continental 
United States. Is that the fact of the matter? 

Admiral Larrvu. Not to that extent. I think that overseas petro- 
leum is very vital. In World War II they recognized the fact that 
there were various commands with various missions. If the com- 
mands run short of petroleum or tankers, somebody must allocate to 
the forward areas. That function has been given to the Joint Chiefs 
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of Staff. Therefore, the J.C.S. are vitally interested in petroleum, 
And, therefore, CINCARIB and CINCEUR work very closely with 
all of the services. 

Mr. Dantin. In the logistics systems study project, this problem 
was considered. It was stated that there was no single manager for 
petroleum in December of 1957. Do you recall that study ¢ 

Admiral Larru. Yes. Here, again, the single manager concept, 
if taken literally, perhaps that is not true. There is no reason why 
we cannot have a single manager with slight modifications to it, * 

I think petroleum 1 is one commodity management that lends itself 
to modification. It has worked very, very well. 


MPSA COORDINATION WITH SERVICES 


Mr. Dantuin. The requiring offices are not located nearby your 
Agency headquarters, in all cases. Do you have some communication 
problem in this field in coordinating among the services? 

Admiral Larrv. I will put it the other way. In an emergency, we 
have to coordinate very, very closely ; hourly. For this, we have, 
closed circuit teletype. During the Mideast emergency we had 4 
meeting with the services every other d: ay in my office. 

If the inventory managers were under the same roof, as it has been 
recommended, that would be an improvement. 

I cannot get the space in my own agency to satisfy my present r. 
quirements. They tell me that when the State Department Building 
is finished a year from now that I can have more space. And the 
Army has indicated that they would move in under the same roof and 
so would the Navy. 

Mr. Daniin. Do you recall the budgeted cost of the formation of 
the Agency in the first case: that is, back when the Agency was being 
formed in 1957—was there a particular budget for setting up the 
Agency ? 

‘Admiral Larrv. I do not recall any particular budget setting up 
the Agency; no. 

Mr. Dauttn. The administrative cost just for setting up the 
Agency is not known? 

Admiral Larrv. I had a small staff, I worked out the procedures 
with the services, had them approve them. When all of the proce- 
dures were approved by the Department of Defense, I took over—in 
fact the takeover occurred in the middle of Suez—I took over the 
old agency right in the crisis. There was no extra expense except 
for the additional people, to perform additional functions. 


CONTRACT PROCESSING TIME 


Mr. Danuin. Admiral, have you been able to considerably cut down 
the administrative lead time in the contracting process? The ONM 
study seemed to indicate that you were taking around 100 to 150 days 
for some of these contract operations, and that this was rather 
problem. Is this what your electronic data processing plan is meat 
to cover? 
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Admiral Larrv. Our normal time is 120 days; yes. With some 
oducts, naturally, we can do it in 90 days. We are hoping that 
this particular program when it is finished will substantially cut that, 
because there are an awful lot of manual computations that we pres- 
ently have to make. It 1s all by paper and pencil. With the aviation 
gas, our people work Saturdays and Sundays for a whole month. 
We are hoping that we can cut down that time element when we are 
ready with this electronic program. _ ; 

Mr. Danttry. One last point. You mentioned the Jacksonville 
situation, I believe, where there was duplicating or overlapping of 
storage facilities. That was the situation back in 1957, as the Logis- 
tics System Study Project team found it. Is the authority that you 
have as Executive Director sufficient to handle this type of problem 
quickly, or does it take a couple of years to bring the services around 
tothe point of eliminating duplication ? 

Admiral Larrvu. I would say that the study which brought up some 
of these minor problems was very healthy. And I have been in- 
formed by General Bondley, and the Army and the Navy, that if 
there are any problems in the lower echelon, to bring them to the 
higher echelon attention, and they will resolve them. 

Mr. Danuin. Thank you. 

Mr. Houirretp. Are there any further questions? 

Mr. Rreutman. No. 

Mr. Houtrtecp. Thank you very much. 
money in response to our questions. 

Admiral Larrv. Thank you again. 

Mr. Horirmecp. Our next witness is Brig. Gen. George E. Keeler, 
Jr., Deputy Director of Supply, Air Materiel Command. You may 
proceed with your statement. 


Thank you for your testi- 


STATEMENT OF BRIG. GEN. GEORGE E. KEELER, JR., USAF, DEPUTY 
DIRECTOR OF SUPPLY, AIR MATERIEL COMMAND; ACCOMPANIED 
BY LT. COL. JOE R. BYRTUS, AIR FORCE, SUPPLY AND SERVICES; 
CLYDE EDGINGTON, SUPPLY DIRECTORATE, HEADQUARTERS, 
AMC; AND JAMES TUPMAN, PROCUREMENT DIRECTORATE, AMC 


General Keener. Mr. Chairman and members of the committee, 
I was asked to provide some information about the Air Materiel Com- 
mand, particularly as it relates to the management of photographie 
equipment and supplies, and I prepared my statement to provide 
you with this information. 

The Air Materiel Command, as the logistics arm of the Air Foree, is 
responsible for efliciently and economically supplying operating units 
of the Air Force with the required quality and quantity of weapons, 
equipment, and associated logistic support. 


AIR MATERIEL COMMAND 


The primary responsibilities of the Air Materiel Command, for- 
mally stated, are: Control of supply, maintenance, and procurement 
operations on a worldwide basis; computation of total Air Force re- 
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quirements procurement, storage and issue of centrally procured / 
items, and provision of worldwide depot level maintenance support, 

This mission is accomplished under the direction of the Head. 
quarters Air Materiel Command, Dayton, Ohio, through a network 
of depots and offbase storage installations, with a personnel forg 
totaling better than 200,000 people (military and civilian), and y 
major continental United States (ConUS): depots centered in cop. 
tiguous Air Materiel areas which blanket the United States. The 
large overseas depots are being phased down and support to overseg 
areas is being provided directly from the ConUS depots. A network 
of field procurement offices and plant representatives within the major 
industries completes the command structure. An organizational chart 
of the Air Materiel Command is furnished. And that is chart No, 1 
Only such persons of the Air Materiel Command as relate to the 
photographic equipment have been included on this chart, showing 
the special staff, the functional staff, aeronautical systems center, 
which does procurement of photographic equipment, MOAMA a 
Mobile, which I will say more about in a minute, and ROAMA, whieh 
I will, also, have comments to make on. 

(The chart referred to appears on p. 229.) 


PHOTOGRAPHIC EQUIPMENT AND SUPPLIES f 


General Kreter. Included in the above mission of the Air Mate. 
riel Command is the responsibility for single department procurement 
of photographic equipment and supplies. In December 1947, after 
consideration by representatives of the military departments and the 
Munitions Board Policy Council, the Chairman of the Munitions 
Board determined that purchase of photographic material (except 
processed film and pictures) should be through a single department. 
The Air Force was assigned this single department procurement re- 
sponsibility, including related functions; such as, contract adminis- 
tration and arrangements for inspection and transportation. 


SINGLE DEPARTMENT PROCUREMENT 


Since December 1947, the Air Force has purchased most of the 
photographic material required by the military departments. Certain 
refinements have been made in the list of items included in the assign- 
ment, and the joint operating procedures have been progressively in- 
proved as the result of experience and joint study by the military de- 
partments, under guidance of the Office of the Secretary of Defense, 
All photographic equipment is procured by the Aeronautical Systems 
Center at Dayton, nid all photographic supplies are procured by the 
Rome Air Materiel Area, Rome, N.Y 


Specific assignment of AMC photographic responsibilities, and 4 | 


general description of the organizations involved is as follows: 
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1. All photographic equipment, including cameras, projectors, de. 
veloping and finishing equipment, accessories and spare parts, is pur. 
chased by the Aeronautical Systems Cenier at Dayton, Ohio, wher 


the Air Force photographic technical facilities are located. 
(The chart is as follows :) 


AIR FORCE ORGANIZATION 


Procurement of 
Photographic Equipment 



















AERONAUTICAL 
SYSTEMS CENTER 


DAYTON, OHIO 





DIRECTOR OF 
EQUIPMENT AND 
SERVICES 





COMMUNICATIONS 
AND RECONNAISSANCE 
DIVISION 


MOBILE AIR MATERIEL AREA 











AERIAL 
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BRANCH 


GROUND 
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BRANCH 





General Krretrr. The mission of the AMC Aeronautical Systems 
Center is: | 
To provide for the acquisition and delivery of aeronautical weapon 
and support systems and to manage the operational activities per- 
tinent to procurement, production, supply, and maintenance for at- 
tainment of integration of Air Force effort during the development 
and production phases of aeronautical weapon and support systems. 
2. Mobile Air Materiel Area, Mobile, Ala., accomplishes supply, 
maintenance, transportation, quality control, procurement and pro 
duction functions for those Federal supply classes assigned by Head- 
quarters, Air Materiel Command. This Air Materiel area has logistic 
responsibility for the F-84, F-105, SA-16 and S2F-1 aircraft, and 
the Jupiter missile, and associated aircraft and missile spare parts. 
(The chart referred to is as follows :) 
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General Kereter. Mobile Air Materiel area is also responsible for 
211 property classes involving starters, oxygen equipment, hardwa 
heating, air conditioning, rubber materials and hand tools, in al] gp. 
proximately 186,123 items. Of this total, photographic items arg 
covered in 7 property classes totaling 21,455 items, Federal Supply 
Group 67, less Federal Supply Class 6750. Supply management, stop. 
age and issue, and maintenance of this photographic equipment for 
the Air Force is accomplished at this Air Materiel area. 

3. Rome Air Materiel Area, Rome, N.Y., is also assigned specific 
supply, transportation, maintenance, procurement and production and 
quality control functions in support of the USAF. The primary mig. 
sion essential responsibilities of Rome Air Materiel area are in support 


of ground communications networks. 
(The chart referred to appears on p. 233.) ' 


General Kreeter. Rome Air Materiel Area has responsibility for 97 
property classes involving 87,000 items. Of this total, photographig 
supply items are in one property class, Federal Supply Class 6759 
and total approximately 612 items. The photographic supplies (film 
paper and chemicals) are procured at Rome, which is also the Air 
Force inventory control point for this commodity area. 

Purchasing of photographic material is accomplished for funded | 
requests forwarded from the requiring activities of the military de 
partments directly to the purchasing activities at Dayton, Ohio, and 
Rome, N.Y. Whenever practicable, requirements of the various ac. | 
tivities are consolidated for procurement to obtain the most advan. | 
tageous pricing. 

Close operating relationships are maintained among the Air Fore 
procuring activities and the requiring activities for the purpose of 
scheduling and coordinating the submission of requests. New imple 
menting procedures to AFPI 4-251-1 have been jrecently approved 
by the ee and are now in the process of being published. | 
These will further refine and improve the effectiveness of this assign: | 
ment. : 

SUPPLY EFFECTIVENESS + 


Periodic studies of the effectiveness of this single department pro 
curement operation have revealed that the procurement support 
rendered by the Air Force has been generally satisfactory to the cus 
tomers and that substantial advantages have been achieved in the area 
of lower unit costs. This study also showed that production conflicts 
have been avoided, and better use has been made of material on hand 
While a specific statement of price saving from single department| 
procurement over procurement of these items by the separate depart- 
ments is not feasible, spot checks, and sampling of price comparisons| 
indicate that the saving to the Government achieved through this, 
assignment is as much as 10 percent of the total cost. 


INTERSERVICE SUPPLY SUPPORT 


The interservice supply support program for the photogs 
commodity area is under the cognizance of Commodity Coordinati 
Group 9 (CCG No. 9), which was established in August 1956. Chair 
manship is currently assigned to the Air Force. This responsibility 
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has been delegated to Mobile Air Materiel Area. Rome Air Materig 
Area is a member of CCG No. 9 because of its management, respop. 
sibilities in the photographic supply area. This group, in accond. 
ance with the program’s objectives, works to achieve maximum utjj. 
zation of DOD assets, minimize procurements, promote standardiza. 
tion, and bring about improved management practices among the mij. 
tary services where pr acticable. Attainment of these objectives is 
possible through the joint and coordinated efforts of the four mij. 
tary services. 


SINGLE MANAGER SUITABILITY CRITERIA 


This commodity area has a high degree of technicality and a loy 
degree of commonality, 9.6 percent. The Air Force has also ¢op. 
sidered the dollar value of procurements and feels that excellent map. 
agement to assure best use of total assets is provided through th 
singk e department procurement assignment and the ( ‘ommodity, Coor. 
dination Group activity. After careful consideration of all factor 
including commonality, responsiveness of the system to customer 
demand, and potential economies, it has been concluded that photo- 
graphic equipment and supplies is not a suitable commodity area fo 
single manager assignment. 


SINGLE MANAGER EFFECTIVENESS STUDY 


The recently completed single manager effectiveness study under. 
taken by the Office of the Secret: uy of Defense, the Joint Staff, the 
military services and the Armed Forces Supply Support Center con 
cludes that the single manager concept must be apphed selectively and 
with prudence if it is to secure desirable economy and efficiency whik 
preserving the essential integrity of military logistics support forces 
The Armed Forces Supply Support Center is presently conductings 
study to determine which additional commodity areas, if any, are suit) 
able for inclusion under the single manager concept of management ] 
If a decision is made to establish additional commodity single man-| 
agers, the Department of the Air Force is capable of administering 
such single managerships as may be assigned by the Secretary of 
Defense. 

AIR FORCE ATTITUDE 


In anticipating questions you might have, I would like to conclude 
with two general observations. The first observation consists of com-| 
ments concerning the single manager concept. We feel in the Air| 
Force that the single manager technique has proved to be an important| 
step forward in integrating supply management in certain selectel| 
areas where there is a high order of interservice commonality, such) 
as exists in dental and medical supplies and subsistence. However, ve} 
feel that we should guard against the assumption that single manager- 
ship, although a good management tool in selected areas, is the idea | 
management solution to all problems. It is also erroneous to assume | 
that such managerships as are established should be uniform in orga 
ization and oper ration. 

In another area of the inventory where there is limited commonality | 
among the services, such as photographic equipment and supplies, the 
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techniques of single service procurement and commodity coordination 

up action assure prudent, sensible, integrated management results. 
fh the third and largest, dollarwise, area of our inventory, where there 
is little, if any, interservice commonality, logistic management by in- 
dividual services is obviously the sensible approach. 


AIR FORCE SUPPLY INVENTORIES 


My second observation, which I am afraid is sometimes overlooked 
in the discussion of the relatively small, dollarwise, but troublesome 
common area of our inventories, is that truly great strides have been 
made by the Air Force in recent years in terms of both effectiveness 
and economy in supporting the Air Force striking forces. Maj. Gen. 
F. J. Dau, Director of Supply, Headquarters, Air Materiel Command, 
gave some indication of the extent of overall supply management prog- 
ress before the House Appropriations Committee on April 13, 1959. 
Two charts used by General Dau in making his presentation appear 
appropriate this afternoon. The first chart illustrates the nature of 
our inventory for the fiscal year 1958 period. That is the chart en- 
titled “Annual Dollar Nature of our Inventory.” 

(The chart is as follows :) 
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_ General Kerter. The $15 billion inventory represents supply stocks 

in our depots and on our bases, as well as equipment in use, less com- 

plete aircraft, by Air Force organizations. You will note that we 
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issue about $6.3 billion per year to customers. Of this amount, only 
about $2.3 billion is consumed in the sense that it disappears, as PO 
or is worn out. The majority of the issues, dollarwise, are subject 
to repair and reuse. A good example is an aircraft engine which | 
doesn’t “wear out.” Accordingly, our serviceable inventory is re. 
plenished annually in about equal amounts from repair and from pro. | 
curement. Also, as Air Force weapons phase out, their support in- 
ventory must also phase out; and hence, as shown on this chart 
about $1.2 billion are subject annually to redistribution and disposal. 
A second chart used by General Dau covers the period from October 
1954 to June 1958, and shows the relative dollar value to our Air 
Force inventories in comparison with the value of the active air 
vehicle inventory which we must support. This is the last chart, 
(The chart is as follows:) 
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General Krrter. Since this chart excludes equipment that is in 
use, it does not match the $15 billion inventory shown on the first 
chart. Note that the dollar value of the aircraft supported has 
doubled during this period, whereas the dollar value of the support- 
ing inventory has remained fairly constant. It is also interesting 
to note that during this same period, supply effectiveness to our com- 
pat units has increased, as evidenced by decreasing AOCP (aircraft 
out of commission for parts) rates. For vital aircraft, an AOCP 
rate of over 8 percent in 1954 has decreased to about 1 percent this 

ear. Controlled inventory and increased support effectiveness, 
while by themselves significant, when combined, point up real achieve 
ment in overall supply management in the Air Force. 


AIR FORCE FOCUS ON HIGH VALUE ITEMS 


As managers, we in the Air Force certainly cannot overlook the 
so-called common areas in our continued efforts to make the best use 
of all available resources. Neither are we attempting to discount 
the real achievement reported to you earlier by the single managers. 
On the other hand, the greatest amount of management attention 
must continue to be focused in the large dollar mission essential area 
of our inventory. We in the Air Force are convinced that this is 
where the greatest strides in efficiency and economy can be made. 

Mr. Hourrietp. Thank you, sir. 

Mr. Rozack. If I follow the logic of General Keeler’s argument, he 
is saying that we must pay most attention to the big cost items in 
the supply system, whereas single managers deal with relatively small 
percentages, in dollar values. ' 

The logic in that argument, turned around, is that if we had a 
single manager operation in the high-value areas, we would save a 
lot more money in all of these areas, would we not ? 

General Keeter. Are you directing a question to me? 


SINGLE MANAGER FOR AIRCRAFT 


Mr. Rosack. Let us consider the question. Just abstractly, why 
can we not have a single manager for aircraft procurement in the 
services ? 

General Kreter. We, in fact, have a single manager in the Air 
Force for all of the aircraft weapons. 

The Air Force is different from the other services in that we have 
one man who is responsible for all logistics in the Air Force. So, 
from that point of view we do have a single manager who is the 
commander of the Air Materiel Command. 


SINGLE MANAGER FOR MISSILES 


_Mr. Rozack. Do you think the Air Force is capable of running a 
single manager agency for missiles? 

_General Keeter. I am not sure what you refer to when you say a 
single manager agency for missiles. Do you mean to combine all of 
the missiles that we have in the Army and the Navy and the Air 
Force and put them under one man as the manager 
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Mr. Rosacx. Well, that is one interpretation and Air Force spokes. 
men have been susceptible to making various statements in this field 
I wonder if you have any observations as to whether it would make 
any sense to have a single manager for missiles. 

General Kerrier. I have not given it any study, that is to this prob. 
lem. I know what the Air Force missile program is but I am not 
completely aware of the missile programs of the other services, §p 
I do not feel that I can properly answer the question. 

Mr. Roracx. Missiles are different from ordinary types of supplies 
in terms of the important relationship between research and develop. 
ment, production and operation. It raises many, many questions 
and I am sure the issue 1s bigger than that of a single manager, | 
wondered if the Air Force was taking the position that in the high. 
value items it does not make any sense to have a single manager 
system. I think that is the sense of your testimony, is it not? 

General Kerrier. No, I will not agree with that. I am not really 
saying that, I am saying that in the management that the Air Fores 
now performs in support of their aircraft and missile programs, that 
it seems to us to make good sense to give precise management to that 
part of the total Air Materiel area which is in the high dollar value, 
and less precise management to the less important items, the items 
under $10 for example. 


NO COMMODITY SINGLE MANAGERS IN AIR FORCE 


Mr. Rozack. Do you have any assignments of a single manager in 
the commodity field today 4 

General Kerrier. Well, I think you can say that each property class 
in the Air Force is managed by a single manager in that we have one 
man responsible for each property class in the Air Force. 

Mr. Rorack. I am talking about a single manager as defined in 
the concept of the Department of Defense. 

General Kreter. We have no single managers in this connotation, 


SINGLE SERVICE PROCUREMENT ASSIGNMENTS 


Mr. Rosacx. How many single service procurement assignments 
do you have in the Air Force? I am talking in the professional 
jargon of the Department of Defense so that you do not misunder- 
stand what I say. 

General Krrver. I have my procurement man here. He can an- 
swer that. 

Mr. Tupman. We have three, sir, photographic equipment and sup- 
plies, airport crash rescue vehicles, and airport lighting fixtures. 

Mr. Rosack. It is obvious that you have much fewer than the other 
services, separately and collectively. They have some 30 or more. 
You have about three. This may reflect the fact that you are newer 
in the procurement business. It, also, may be reflective of the philos- 
ophy of approach. One of the philosophies of approach to procure 
ment favored by the Air Force is the weapon system concept. 

Is it your understanding, or it is a sensible conclusion from your 
testimony, that because you favor the weapon system concept, you 
do not want to be bothered with a single manager operation in the 
area of photographic supplies? 
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AIR FORCE SUPPLY RELATIONSHIPS 


General Krreter. No. I did not mean to give that connotation. 
We feel that a single managership is profitable in certain areas. 
These are areas, as I brought out in my testimony, where there is 
commonality between services. An example of how we feel about 
single managers is the business we do with General Services Admin- 


istration. We buy some 16,000 items from General Services Admin- 
istration. For example, these are common-type items which are easily 


available on the local markets and the type that General Services 
Administration can furnish us at a better price than we can get them 
any place else. So we avail ourselves, whenever possible, of all single 
manager activities. 

We work very well with the clothing people. 

To say that the Air Force does not favor a single managership, is, 
certainly, not what I wanted to convey. What I wanted to convey 
is that we felt that a single managership, in the jargon of the De- 
partment of Defense, should be confined to areas where it makes 
sense to put it in, and we should not put it in in other places, 

Mr. Rosack. Is it not a fact that for a decade after you became a 
separate service, after the period of negotiations between General 
Eisenhower, Army Chief of Staff, and General Spaatz, Air Force 
Chief of Staff, you devised ways and means of segregating out all of 
the supply activities from the Army to the Air Force including the 
procurement and distribution of common items. So far as preference 
was concerned, for the whole decade since 1945, you preferred to be 
completely separate. You are making a virtue of the single manager 
system at this late date because you are a good soldier. 

General Kreier. No, I would not say that that was correct. The 
Air Force has worked with the Army for many years, starting back 
in the days of the Signal Corps. When, as a part of the Army, the 
Air Force ran a separate supply system for aeronautical equipment, 
they did their own procurement, and issue, they were provided other 
support by the Army. 

In 1947, when the Air Force became a separate service, these agree- 
ments with the Army continued in force for some years. But it was 
the Air Force’s desire to control all items which had a definite effect 
on the combat ability of the Air Force, and this is what we are talking 
about. We are talking about those items which have a direct effect on 
the combat capability of the Air Force, our ability to provide ample, 
prompt resupply to our tactical units. These are the things we feel we 
must control. 

Aside from this, there are other parts of the inventory, as I men- 
tioned before, where there is a great commonality, where we think it 
isa good idea for somebody to furnish these items to us, so that we 
can buy from them, and thus be able to put the limited amount of 
manpower we have into what we consider a vital area in logistics 
which is the direct support of our combat force. 


PHOTOGRAPHIC ASSIGNMENT 


Mr, Ropack. Let us look at the problem from your standpoint for 
a minute, for the Air Force. You are saying to us that it does not 


make any sense to have a single manager for photographic material 
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that is relatively uncommon among the services, highly technical, and 
in which we have special requirements for tactical weapons. Why 
does anybody inflict the burden upon you, if it does not make any 
sense ¢ ; 

General Kerrier. I donot know, to tell the truth. 

Mr. Rosacx. This question probably has to be pursued at a higher 
level. 

General Kretrr. I am sorry, I can add maybe a little bit to it, ] 
know that the Department of Defense is searching for areas where 
it makes good sense to apply the single manager technique. In seareh. 
ing for areas you would examine many, and you would select those 
where it makes sense to put in a single managership but reject the 
others. 

It is my understanding that the Department of Defense conducted 
two very detailed studies in this general area and determined that 
because of the factors involved, this was not a good area to puta 
single managership operation into effect. That is all of the informa. 
tion I have on it. There are not so many people involved in this, So 
far as I can tell, I believe, in all of the photographic equipment jn 
these three services, there are some 300 people involved. So it is q 
relatively small part of our inventory. It is going all right. We 
have many, many problems, particularly with the new weapons com- 
ing in. So it is my philosophy, anyway, that if anything is going 
along pretty well, let us let it sit and not change it for the sake of 
changing. 

Mr. Hottrrtp. Is your position pretty well based on the argument 
of commonality in this photographic field. 

General Kreter. Partially on that. 

Mr. Hottrterp. I notice that you use the figure of 9..6 of com- 
monality between your photographic equipment and that of other 
services 

General Kreter. That is right. 

Mr. Houtrtevp. You did not give the actual dollar value of the 
procurement in this field; did you? 

Colonel Byrrus. We have it by fiscal years, if you care to have it. 

Mr. Hottrretp. What was your fiscal 1958 procurement? 

Colonel Byrrus. For 1958 it was 27.2 million. 

Mr. Hottrtevp. 27.2 million ? 

Colonel Byrrus. Yes. 

Mr. Houtrtetp. That includes all types of photographic equipment; 
does it? 

Colonel Byrrus. Yes. 

Mr. Hotirtevp. Is a great deal of that equipment special photo- 
graphic equipment for planes? 

Colonel Byrtus. Yes, it is. 

Mr. Hottrtevp. I mean dollarwise? 

Colonel Byrrus. Approximately, we ran 

Mr. Hottrtetp. Such as for missile tracking and that sort of thing, 
special photographic equipment, and so forth? 

General Kreter. This is generally correct. I saw a figure of some 
thing like 17 percent of all of the equipment goes directly into end 
items. It is an integral part of a weapons systems. It never gos 
into our depots at all, but goes to the manufacturing plants. 
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Mr. Hoxtrtecp. It is part of the F—104 or some other plane? 
General Kreter. That is correct, reconnaissance type airplane. _ 
Mr. Horirtecp. A great percentage of that is in that category; is 


General Keeter. Yes. ' 

Mr. Horirtecp. Small photographic equipment ? 
General Keeter. From the dollar point of view. 
Colonel Byrrus. From the dollar point of view, yes. 


WELFARE SYSTEM PROCUREMENT 


Mr. Houirmetp. Again, is that equipment unique as compared to 
the naval photographic equipment for planes? gal 

General Keever. In some cases it 1s, and in other cases it is common. 
We handle the two situations a little differently. When there is one 
application of a piece of photographic equipment for a particular end 
item it is normally bought by the end item manufacturer and installed 
inthe piece of equipment. 

Mr. Houirteip. A reconnaissance plane, let us say a Douglas, do you 
buy that equipped with the photographic equipment seis 

General Keever. That is correct. In the event that this piece of 
photographic equipment is common to a Lockheed, and a North Amer- 
ican, and a Navy aircraft, then it is procured by our center in Dayton 
as Government-furnished aeronautical equipment, and it is then 
shipped to the manufacturer and installed on the equipment. But it 
js actually bought by the Air Force and furnished to the manufac- 
turer. 

ELECTRONICS PROCUREMENT 


Mr. Hotirrerp. Let us take a case that we had with MATS a few 
weeks ago. They have a CRAF program of installing electronic 
equipment or modifying these aircraft, so that the electronic equip- 
ment can be installed in case of emergency. I assume that the Air 
Force must buy that electronic equipment; is that correct? 

General Kerier. I believe so, 1 would like to ask the procurement 
representative here to answer. 

Mfr. Turman. Yes, sir; we would buy that equipment. 

Mr. Houirretp. That would then be procured in what manner, by 
negotiation or otherwise ? 

aietl Kerreter. Would you like to answer that question ? 

Mr, Turman. Electronic equipment, ordinarily, would be procured 
by negotiation, if it is a type of thing where you would have only 
one source. If there are multiple sources available it would be pro- 
cured by other means. There would be other factors, such as the time 
that you would have in which to get it, and so forth. 

Mr. Houirrerp. But you are the only service that is buying that 
particular type of equipment, I suppose—you are the only service 
concerned with developing the CRAF program ? 

Mr. Turman. I can see no direct relationship, sir, between procure- 
ment of this type of equipment and the CRAF program. Some elec- 
tronic equipment. which might be used in the CRAF program might 
possibly be bought by the Navy. In the procurement of electronic 
equipment, most of the time we buy the electronic equipment through 
the service which has the developmental experience and the technical 
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background. Sometimes the Signal Corps buys it. Sometimes we 


buy it for all services. The Department of Defense has recently made | 


it a single service procurement assignment, based on the developing 
agency, and the technical experience. 

Mr. Houtirretp. This would be on a specific item ? 

Mr. Tupman. Yes, sir; for a particular item. 


SINGLE MANAGER WITHIN AMC 


Mr. Rosack. General Keeler, is the command structure of the Air 
Force suitable to that of an agency operation ¢ 

General Kreter. If we were assigned a single manager responsi- 
bility by the Department of Defense, we have the capability of carry. 
ing it out; yes, sir. : 

Mr. Ropack. It would be placed within the Air Materiel Command? 

General Kreter. In the event that the photographic equipment had 
been assigned to the Air Force, we would have assigned it to the 
Mobile Air Materiel Area where the experience in this type of equip- 
ment exists. It would then be assigned to a particular part of the 
command, 

Already, in connection with this, we have prepared a tentative plan 
for taking over the single managership of photographic equipment 
just to be ready in the event it is assigned to us. It has not been 
coordinated with the services, because of the nature of the determi- 
nation. 

“ESSENTIAL INTEGRITY” OF AIR FORCE SUPPLY SYSTEM 


Mr. Dauttn. General Keeler, we have heard from several single 
managers who are handling separate commodities for all of the sery- 
ices. In view of the fact that they are performing this type of 
function, what is your concept of the “essential integrity,” the phrase 
you used, of the military logistics support forces ? 

General Kreter. My use of the words “essential integrity” has to 
do with the Air Force managing those items of its inventory which 
have a direct relation to the combat effectiveness of the Air Force, 

Mr. Dauttn. It does not necessarily include all items? 

General Kerreter. Only those items which are directly related to 
the combat effectiveness of the Air Force. 

Mr. Danuuin. Food is presumably related to this? 

General Keretrer. Food is somewhat related to this, but while people 
have to be fed we can send pilots up in a B—-52 without. breakfast, but 
we cannot send B—52’s up without pumps. 

Mr. Danurn. You mentioned also in your statement, sir, that the 
Air Force is capable of administering the single managership. Did 
you mean by that, in line with Mr. Roback’s question, that you favor 
a single managership within AMC without any particular change! 

General Krevrer. I had reference to the difference, let us say, in 
the setup to manage medical and dental supplies, and the setup to 
manage petroleum supplies. I think, generally, Admiral Latta, 
spoke to this question. 


HINDRANCE OF SINGLE MANAGER PLAN 


Mr. Danuin. In April of last. year, the President’s message on the 
DOD Reorganization Act, mentioned that the “separately admm- 
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istered” clause was, perhaps, hindering the development of the single 
manager plan. To whom do you think that statement refers? 

Gotoral Kazaa. Would you repeat it? : 

Mr. Dauuin. The President’s message included the point that the 
“separately administered” clause of the National Security Act had an 
effect in holding back the single manager plan. Do you think that 
had any relevance to the Air Force, sir 4 said 

General Keever. I don’t think so. Our feeling in the Air Force 
is, as I mentioned before, that a single manager type operation is 
suitable for certain areas and we cooperate fully in areas where the 
assignment is made, but we don’t feel it makes sense to assign them 
in across-the-board indiscriminately. 

PHOTOGRAPHIC STUDIES 

Mr. Dantin. General, you stated that two studies have been made 
at the DOD level to examine the feasibility of the single manager 
assignment. Are you implying those were the only studies made? 
Did the Air Force carry on independent studies of its own? 

General Kreier. We assisted the people who were making the stud- 
ies by assigning people from the Air Material Command to the groups 
who were actually doing the study. There was not a formal AMC 
project set up that I know of to investigate whether or not it was 
a good idea to have a single manager for photographic equipment. 

Mr. Danury. Or at a higher level ? 

Colonel Byrrus. I would like to add, if I may, there was a project 
directed after the assignment was made to the Air Force by DOD 
to have the Executive Director and Administive Committee study 
this commodity area. And that study was conducted. 

Mr. Danuin. That was in 1956? 

Colonel Byrrus. Yes. 

Mr. Danuin. Was there another study subsequent to that at another 
level ? 

Colonel Byrrus. There was another study in 1958 that was con- 
ducted in order to verify the information that we gathered when the 
first study was made. 

Mr. Dantrn. Colonel Byrtus, you took over the Acting Executive 
Directorship of this area in 1957. Did you make a study upon en- 
tering into that assignment ¢ 

Colonel Byrrus. Yes. 

Mr. Dautry. Essentially, there have been four separate studies of 
this assignment which has gone on for 3 years. 

Colonel Byrrus. Since the—— 

Mr. Dantry. Since the beginning. 


DECISIONMAKING DELAY 


General, would you say this was an inordinate amount of time for a 
decision to be kicked around on a subject of this magnitude? Does it 
often take 3 years to resolve this type of problem within the Air 
Force ? 

General Kreter. We have completely reorganized the Air Ma- 
teriel Command in the last year. This is a job of great magnitude, 
much greater than this. So using that as a measuring stick, I would 
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say that it took a long time to decide whether or not to have a single 
manager for photographic equipment. 


CONVERSION OF PHOTOGRAPHIC PROCUREMENT TO WEAPON SyYsTRy 
CONTRACTS 


Mr. Dautin. General, you were quoting some figures about the 
volume of procurement in this area. Those actually did not include 
the amount procured under weapons system contracts, did they? 

Colonel Byrtus. That is right. They did not. 

Mr. Dauntry. Did not? 

Colonel Byrrus. Did not. 

Mr. Danttn. So that the actual dollar volume in procurement 
in the photographic area is considerably higher, is it not ? 

General Kretrr. It probably is. I don’t have this information 
presently available. I think it could be obtained. 

Mr. Daun. We have the results of the last study by the Armed 
Forces Supply Support Center, Mr. Chairman. We can make that 
an appendix of the record and make some of these points clear. We 
would like to establish the Air Force’s understanding of some of these 
things. 

Your buying under the weapons system concept has actually re. 
duced the significance of this area according to the criteria that are 
used by the DOD level or by the Armed Forces Supply Support 
Center. Is that the case, General ? 

General Kerrter. Yes. To some extent the amount of those—the 
dollar value of those items of equipment which are peculiar to a par- 
ticular weapon must be subtracted from—must be, rather, added to 
the procurements that we give you here in order to give you the 
total amount of money spent and for photographic equipment. 

Mr. Danttn. At the same time, this kind of purchasing reduces 
the commodity to a degree, does it not, General ? 

General Kreter. I could say that this is a conjectural statement 
rather than 

Mr. Dantry. In other words, you don’t actually know because you 
lose control of it through contracting out this part of the management 
function. Is that the case, General ? 

General Kreter. No, it is not the case exactly. Our research and 
development people and the AMC people who are working with con- 
tractors in the early development stages of weapons systems are re- 
quired by certain specifications to look into the commonality or 
standardization of items which are to be a part of the weapons system. 
When items are being produced which are different but can be made 
common, action is taken to do this, and we have specifications and 
regulations which require the people in the early stages of develop- 
ment of a weapon to make sure that we are not getting a lot of pe 
culiar things that we don’t actually need, to make sure that we use 
items we have in our inventory if these are suitable. 

We have these procedures, which we hope are keeping the amount 
of individuality of items that are expensive in themselves, to a mini 
mum. 





INVENTORY DOLLAR VOLUMES 


Mr. Dantin. General, just one more point. In your statement you 
mentioned that the common area of inventories is relatively a small 
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dollar item. ‘This is true in the case of the Air Force because a lot 
of the inventories are already removed to the Army and Navy in the 
form of clothing and supply and food and other inventories which 
we already discussed. Is that not the case, General? That is, your 
inventories of common items are relatively small. 

General Kreter. We have stock levels, retail stock levels of cloth- 
ing and food ‘ 
r. Danuin. Which are relatively small ? ’ 
General Krever. But the wholesale stocks, of course, are carried 

ingle manager. 
ee Teman. So that the common supply area may look more im- 
rtant from the next higher level above you because you are not con- 
cerned with so many of them. It is already delegated out to other 
departments. ; : a 

General Keeter. Well, here again I am comparing tens of millions 
of dollars against $15 billion. It isa matter of relativity. J, 

Mr. Houirrecp. Will you explain this $15 billion chart to me again, 
General Keeler # 

General Krecer. Yes, sir. 

Mr. Hotirrecp. The $15 billion in the center, does that represent 
your inventory—your base depot inventories in your Zone of Interior 
and overseas / 

General Krever. Yes, sir. . re 

Mr. Horirrevp. I am trying to relate it to this other chart [indicat- 
ing] and I can’t quite understand it. siden 

General Krereter. Yes. I stated that the $15 billion inventory in- 
cluded stocks in our Zone of Interior depots, our oversea depots, 
stocks at our bases worldwide, and includes the cost of equipment less 
the cost of aircraft. The inventory that you see on the second chart 
isexactly the same as $15 billion less the cost of equipment. The cost 
of equipment in the hands of the troops makes the difference between 
some $13.5 billion and the $15 billion. 

Mr. Horirietp. These three lines, the straight lines, fairly straight 
across there, represent a total of $15 billion ? 

General Kreter. On the smaller chart ? 

Mr. Hortrretp. Yes. 

General Krrter. No, sir. That is a lesser amount. It is about 
$13.5 billion and the reason it is less than the $15 billion is that 
included in the $15 billion is the cost of equipment furnished the 
tactical units. 

Mr. Hortrtevp. I see. 

General Krerer. And it is not carried in our inventory. These 
are such things as refueling trucks and ground support equipment 
and those things, the actual cost of that equipment. 

Mr. Hortrrerp. Then your aircraft is very close to $25 billion; is 
that right ? 

General Kreier. Yes, sir. 

Mr. Horrrrecp. All right. Now, your procurement, $4 billion on 
this “Annual dollar nature of our inventory” chart, is that your aver- 
age expenditures per year ? 

General Kerrier. For spare parts and support equipment, yes, sir. 

Mr. Hottrreip. But not for 

General Kreter. Not for aircraft. 
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Mr. Hoxirrerp. And the repair is another $4 billion you have to 
ask for to kee 

General Krreter. Well, this comes back to this by a natural coung 
of events. We send it to maintenance in a reparable condition, for 
instance, a reparable engine goes to maintenance and comes back tp 
us serviceable. The interesting thing to me about this chart, My 
Chairman, is the fact that we get from maintenance about the same 
amount of inventory that we get from procurement each year, which 
certainly indicates the importance of the maintenance effort to the 
Air Force, and the necessity for maintenance and supply workj 
closely together, because we depend on maintenance to provide ys 
with half of our inventory replenishment each year. 

Mr. Hotirtetp. And is that the part that you redistribute to where 
you say “Redistribution and marketing, $1.2 billion” ? 

General Kreter. $1.2 billion is the excess. It is excess to the Air 
Force’s needs and we redistribute to the other services or sell it by the 
various methods. The details of this are contained in our Redis. 
tribution and Marketing Bulletin which this committee gets a copy 
of. 

Mr. Howtrrevp. This would include the junking of planes and—~ 

General Kretrr. That is correct, sir. 

Mr. Ho.trrecp. All of the excess declarations of the Air Force. 


SINGLE MANAGER WITHIN AMC 


General Kretrr. Yes, sir. 

Mr. Dantry. Where might a single manager fit in the Air Force 
organization? I am referring back to the question of Mr. Roback 
about the command setup of the Air Force. 

Would your concept of the single manager involve pulling opera- 
tions now decentralized at various Air Materiel areas or depots into 
one location to staff a single manager agency? Is that your under. 
standing ? 

General Keerer. No, sir. If we were assigned the responsibility 
for the single manager of photographic equipment, we would set that 
up at Mobile, because that is where our talent on photographic equip- 
ment is. We would handle the single managership just as we handle 
any of our other materiel responsibilities, decentralized in one of our 
operating AMA’s. 

The Air Materiel Command headquarters is pretty much out of the 
operating business now, Mr. Holifield, and pretty much in the policy 
business, and all the actual operations take place on a decentralized 
basis. This was one of General Rawling’s programs, as you know. 


LACK OF COMMODITY DATA 


Mr. Dantin. General, would you say that the photographic assign- 
ment on the single manager basis was made without knowledge as to 
what the commodity area contained by way of commonality and dol 
lar value and such figures ? 

General Keeter. I think initially it probably was. 

Mr. Dautrn. How do you 

General Kreter. You think of photographic equipment in terms of 
portrait cameras and this sort of thing, film, things that are easily 
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rocurable at the local market, and in our photographic equipment 
classes we have assigned many of them as local purchase items, These 
are items Which are not controlled centrally—the bases are given au- 
thority to purchase these locally from merchants in the vicinity of the 


Mr. Dauuin. It appears that in 1956, when the assignment was 
made, the Air Force replied the very same day with a letter from the 
Assistant Secretary of the Air Force, stating the same arguments — 
that there was a lack of commonality and that the Air Force would be 
concentrating on weapons system procurement. Was that made with 
complete knowledge of what the field contained, of what the com- 
modity area included¢ — ; 

General Krever. I can’t answer that question because— 

Mr. Dautin. You were there in 1956 but it didn’t come down to 
the AMC level. é 

General Keever. I was in the Air Materiel Command but I wasn’t 
aware of the timing and the contents of this communication. 

Mr. Dauin. In other words, AMC did not particularly concern 
itself because the assignment didn’t come down that far. They didn’t 
get into the assignment of the study of the area until later. Is that 
the case ? : , 

General Keever. I think probably so, but these things usually don’t 
develop by a specific piece of paper. They develop by a series of 
phone calls and the notice that somebody is thinking about doing 
something. I can recall that there were phone calls and this sort 
of thing between Air Force headquarters and the Air Materiel Com- 
mand about this time, but I don’t recall any more than that. 


AIR FORCE-GENERAL SERVICES ADMINISTRATION RELATIONSHIP 


Mr, Ropack. Can you throw any light, General Keeler, on why the 
Air Force is somewhat more disposed than the other services to do 
business with the General Services Administration? I can see some 
connection with your opposition to a single manager assignment. 
But let us have your observactions. 

General Keever. Well, in the first place, all of the items that we 
buy from GSA are our local purchase items. They are coded local 
purchase. We have a much larger local purchase program than the 
other services do and the logic that we use in our local purchase pro- 
gram is that if items are commercially available, if their quality con- 
trol is not a part of the buy, that it is more economical for bases 
to buy them locally than it is to store them centrally and distribute 
them on a worldwide basis. 

We have some 135,000—— 

Mr. Eperneton. 164,000. 

General Kerrier. Items now coded local purchase. Of these we 
buy some 16,000 items from GSA, and the reason we buy from GSA 
is because we get cxtremely good service. We are able to tell the 
bases, you go to GSA for this item and you can get it cheaper than 
if you go to your local store. 

_We negotiate with GSA on a 6-month basis and develop a price- 
list for items which makes good sense from a dollar and cents point 
of view to buy from GSA, and we actively work with them. T hey 
are giving us good service. They are giving us fine service. 
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Mr. Eperneton. I might add one thing, General Keeler. This | 
initially started as a result of the Bonner committee investigation | 
in 1952 and the Air Materiel Command directed to cooperate with | 
GSA. We have found this program to be very satisfactory. | 

Mr. Houirtevp. I think this committee would look favorably toward 
this type of cooperation with GSA if you are, as you say, getting— 
particularly if you are getting your local purchases at a more reg. 
sonable rate than you could buy them on the retail market. 

One of the things that we studied at that time, and we studied 
later on in the Hoover Commission, was the cost of the paperwork 
of buying a small $3 or $4 item. Sometimes the paperwork alon 
would run up as high as $10, the estimated cost of going through the 
regular method of procuring, and therefore it seems to make seng 
that where you can buy from a Government stock which other de 
partments of Government, such as your civilian agencies, also hay 
access to and where purchases can be pooled and more or legs of g 
supply store kept, it seems to make sense to us to go ahead and do that 

General Krerer. Well, as I say, we have been very successful ip 
our dealings with them and we feel that we get better prices and that 
it is a good group to do business with. 

Mr. Hotirrevp. I wouldn’t want to see you follow that method jus 
because this committee advised it, but if it is justified from the stand. 
point of economics, I have often thought your GSA could be strength. 
ened a great deal more than it is if other departments of the Gov. 
ernment took advantage of its buying power and distributing power 
because it does have depots in almost every city of the United States 

Well, if there are no further questions, General Keeler, we will ex- 
cuse you, sir, at this time. Thank you very much for your testimony, 
you and your associates. 

General Kreter. It has been an honor, sir. 

Mr. Hotirtevp. Mr. Riley, I wonder if we could invite you to the 
witness chair for a few moments of questioning and wind up what we 
didn’t finish yesterday 

Mr. Rosack. We are inviting observations by Mr. Riley. He has 
been not only a witness but an observer, and I would assume from 
his point of view he wouldn’t want the record to be unadorned by his 
reflections. However, if he wants to be like those who will never 
volunteer because they work for the Department of Defense, we won't 
press him. 


STATEMENT OF PAUL H. RILEY, DIRECTOR OF SUPPLY MANAGE 
MENT POLICY, OFFICE OF THE ASSISTANT SECRETARY 0 
DEFENSE (SUPPLY AND LOGISTICS) 


Mr. Houtrreirp. You may proceed. 

Mr. Ruey. I would like, Mr. Holifield, to make a couple of & 
servations here. 

I think this might help clarify the record, and I am sure that thi 
committee doesn’t want to have any misimpressions left on the record 

Mr. Houtrrevp. That is right. 

Mr. Ritey. In the Air Force I think it has to be realized that if yo 
you are looking at the Air Force in comparison to the Army and Navy. 
it is a relatively young service. They did not have when they begw 
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to set themselves up as a separate service an already existing depot 
and inventory control, point. system for the handling of what we eall 
common use or common type material. , 

They had been supported prior to that time as a part of the Army’s 

This might be a reason, and I am only making an observation here, 
why the Air Force may be inclined to go further toward GSA than 
the other services. The other services have been in this business for a 
long time. They have an organization. It is operating and it is 
working rather effectively, so they might be less inclined to do or take 
thesame kind of an action that the Air Force is taking. 


DECISION ON PHOTOGRAPHIC ASSIGNMENT 


Mr. Houirievp. I think that is a reasonable observation. 

Mr. Rizr. With respect to the decision of the Secretary of Defense 
on photographic equipment, I think I would agree with this committee 
that it has taken an inordinately long time for us—and I say us mean- 
ing OSD working with the Air Force—to determine whether or not 
this photographic commodity is amenable to single managership. 

I do think that some of the delay can be justified on the basis that 
the people who are now in Supply and Logistics today wanted to make 
absolutely sure that we just weren’t missing a bet here if we could 
save a buck, if I may use that language. 

Recognizing that in other commodity areas that have been under 
single manager operation there were evidences of savings, we just 
wanted to make absolutely sure that we didn’t pass up an opportunity 
here. am 

Secretary Wilson made the decision on these areas where we should 
have commodity single managerships. I wasn’t in on that decision. 
But I think it would be relatively easy to rationalize why he made this 
decision the way he did. 

Clothing, medical, petroleum, subsistence, are obvious areas where 
we have high commonality. Photographic is another area—where you 
think of cameras, film, processing liquids, and that sort of thing— 
another relatively obvious area for exploration of the single manager 
concepts. 

I think that decision was justified at that time because he was think- 
ing in terms of commodity areas where we would have the highest 
commonality and could quickly develop a single manager. 

Mr. Horirreip. Do you believe that in the field of photographic 
equipment the technical differences between equipment of the three 
branches are so great that there is no real commonality from the tech- 
nical standpoint ? 

Mr. Rizy. I am convinced of that at the moment, Mr. Holifield. 1 
think the study that was conducted by the Armed Forces Supply Sup- 
port Center was an adequate study. We can tell today from our own 
catalog records, the tool which you gave the Department of Defense, 
incidentally, that we have about 9.6 percent commonality in that area. 

This commonality we hope will improve not only in the photo- 
graphic area, but in many other areas as we begin to clean up this cata- 
logand get some of the errors out of it. 


We believe that when you get into areas that are about 10 percent 


common with relatively small dollars in inventory that the consolida- 
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tion and disruption may not be justified. And I think it must be ¢op. 
sidered here that when you consolidate inventory control points you 
might lose some talent, people who are trained to buy and store and 
distribute in these areas. They are not so willing to move from place 
to place. So there are many considerations that have to be gone inty 
when you set up a consolidated operation. 

Mr. Houirrevp. I don’t know where you draw the line on the basis 
of commonality, but just looking at it as a businessman, it does seem 
to me that if your commonality is as low as 9.6, you are justified jp 
taking a position against the single manager concept. It is kind of g 
snap judgment on my part to make that statement, I will admit, but 
you have got a different situation in clothing, subsistence, and petro. 
leum products and other fields like that where there is a closer ap. 
proach to commonality, at least. 

Mr. Ritey. We think that the single manager concept does develop 
a potential for enhancing the standardization. But in a category 
of items such as photographic, we considered this, and we considered 
that the potential, even looking at it further down the road, was such 
that it just wouldn’t make sense to us to go ahead and push this thing 
any further. 

We were at a point where we felt we should make this decision and 
recommend that the Secretary of Defense cancel this assignment. 

Mr. Ho.rrrerp. One of the reasons why we took this subject u 
was that we wanted to explore your thinking in this particular field, 
that is, that you once accepted it and now you are rejecting it. It 
wasn’t that we were critical of it. We wanted to understand the 
reasons why, and this was a good example of first trying to initiate 
this single manager concept and then apparently changing your mind. 

Mr. Rizey. Yes, sir. In the letter signed by the Deputy Assistant 
Secretary of Defense for Supply and Logistics to the military ma- 
teriel secretries, it was stated that in the future if this commodity area 
or any classes within it do increase in commonality to a point where 
this assignment may be reconsidered, that we would do so. 

Mr. Houtrrerp. Mr. Roback ? 

Mr. Rosack. Commonality of use is not necessarily a criterion for 
single managership, is it ? 

Mr. Rirry. It is one of the criteria. 

Mr. Rorack. It is conceivable that even though there wasn’t much 
commonality, there might be a common source. For example, if you 
use two different kinds of items, one in the Air Force and one in the 
Navy, let’s say, and both of them came from the same industry, that 
would be a common source and you might want to use the single 
manager arrangement, conceivably. 

Mr. Ritey. Well, you have several criteria, Mr. Roback. Common 
sources might be one, of course. The commonality of the item, vol- 
ume of procurement- 

Mr. Ropack. As you point out, commonality also is a function of 
the degree of standardization and the degree to which you have cor 
rectly cataloged the item. That is to say, it could be uncommon be 
cause your catalog is in error—and there are considerable errors i 
the catalog, as you have testified. 

Also, if your standardization program is tardy, then things ar 
uncommon because they have slight differences which are superficial 
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Now, you have told us in previous testimony that you are optimistic 
bout the extension of this agency plan to other commodity areas; 
a : : 

did you not? 

Mr. Ritey. Yes. 


FOURTH SERVICE OF SUPPLY 


Mr. Ropack. Did you also testify that at this stage of the game you 
have no concept that these different agencies would be brought to- 
gether in some different kind of integrated command structure or 
agency setup which would be more than merely commodity-by-com- 
modity ? et 

Mr. Ritzy. That is right. 

Mr. Rosack. But that is a part of the study that is underway and 
has not been relinquished. . 

Mr. Ritey. The consideration as to whether you have a single sup- 
ply operating service is not a part of this study. ; 

Mr. Ropack. Well, there have been at many times references toa 
fourth service of supply, a concept which, upon analysis, is subject 
to varying interpretations, as you and every other careful observer 
appreciate. sic eam | 

Now, in the course of your Logistic Systems Study Project, so- 
called, there was an exercise to see apparently what was meant by a 
fourth service, and how it would operate. 

Mr. River. That is right. Consideration was given to it as one 
part of the first phase of the LSSP study. 

Mr. Ropack. What was the upshot of this war gaming exer- 
cise? 

Mr. Ritey. Well, the conclusion of the team review of this whole 
area was that a fourth service is not practical in the Department 
of Defense. 

Mr. Ropack. So long as you have three services, a fourth serv- 
ice doesn’t make any sense. 

Mr. Rirey. That is right. 

Mr. Rosackx. Whereas if you started from scratch, it might make 
sense. That is to say, that function could be comprehended within 
asingle organization, conceivably. 


INVENTORY CONTROL POINTS 


Mr. Rirey. Mr. Roback, I think that I tried to point this out yes- 
terday, and maybe I didn’t make myself clear. We operate these 
supply systems of the Department of Defense through 58 inventory 
control points. 

Now, it doesn’t matter how many services you have, how many 
combat missions you have. These are the operating elements that 
we have to manage our supply systems through. We have 3.4 million 
items that are cataloged in the Department of Defense. These items 
are running through our systems, are in storage, received, issued, 
bang sold, disposed of, and so forth. 

¢ 58 inventory control points are generally broken down on a 
commodity basis so that they in effect are commodity or, you might 
“Y, program managers, in some cases. They manage an equitable 

41742 O—59 17 
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assignment of items that they think with the staff and cost that they 
can manage efficiently. 

I am convinced that we probably have a couple of inventory ¢op. 
trol points today that might be too big and are suffering because of 
their large size. They are trying to manage too many items, This 
goes back to the general’s statement here a moment ago. 

The Air Force's emphasis for years has been on ‘shifting the man. 
agement emphasis. You manage high value items a little ‘differenth 
than you do the nickel and dime stuff. I think that makes sense, We 
have inventory control points that m: Ly be trying to manage 150 ),000 
items, and they try to manage them all alike. 

There are differences in application of energy that you put on 
these items depending on the demand, and so forth. But no matter 
how you organize the Department of Defense and shove the boxe 
around, you “have to go through these inventory control points, 

Now, if we had a single service or five services or four services, or 
whatever it might be, we would still have to deal with how best te 
organize these inventory control points in relation to the missions 
they have to support. 

Mr. Rozacx. What do you mean by inventory control points? Dg 
you mean in the sense of management ‘control ? 

Mr. Rivey. It is the management control of items and classes that 
are assigned—in other words, to an executive director. These people 
that you were talking to here in the last few days are inventory con. 
trol point managers in a sense. 


ACCEPTANCE OF SINGLE MANAGER PLAN 


Mr. Rosack. I am sure it is obvious to everybody that a single man- 
ager concept has no virtue in and of itself. Unless it will reduce 
back-hauling, cross-hauling, overstocking, duplicate warehousing, and 
things of that sort, it does not make sense. Nobody is proposing 
that it be extended to areas where it complicates and makes mor 
costly an operation. 

Mr. Rinrey. That is right. 


Mr. Rorpack. And it 1s not self-evident in every case that it simply , 


is more economical. So this committee is not advocating the auto- 
matic, simple and unintelligent extension of that concept. 

On the other hand, nobody in this room was born yesterday in w- 
derstanding how the services regard these programs. All services 
swear by this thing which they bitterly fought for many years and 
resisted. In fact, taking the textile agency, the Navy came in and 
told the Congress it would cost more to have the joint preelrdill 
setup, so the Congress cut out the funds. There were no funds 
Then they come in here and say, “We love it.” Of course, we have to 
understand that against. the background. 

Mr. Ritey. I appreciate why this committee might be concerned. 


SUPPLY STUDIES 


Mr. Rosack. Furthermore, we know that the Department of De 
fense at the level of the Secretary has a staff of bright young met 
who make studies that are important sources of information for them 
selves, for the services, and for the Congress. On the other hand, we 
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also know that they can study these things to death. You can study 
them and restudy them and then you can study them from a different 
angle, and you can assign the single manager and then study it and 
decide it was unwise, like you did in the case of photographic supplies, 
or you can study them first and decide which way to assign, and then 
make the assignment. 

Mr. Rreniman. | think, Mr. Chairman, the counsel would agree 
that the study of the photographic single procurement program werd 
ably was a very wise study and one that he would agree probably 
should have been made. ! 

Mr. Rozack. We are not against studies. We know, however, this 
logistic systems study project was preceded by what they called a 
supply systems st udy project, which was preceded over a period of 
years by other projects starting with the one that Captain, now Ad- 
miral and Acting Secretary of Commerce, Strauss made in 1945, 
acting jointly with then Col. William Draper, later General and now 
head of a group studying foreign aid for the President. 

They made a study and surveyed the whole procurement system. 
They decided, for example, in 1945 that subsistence ought to be jointly 
procured, and medical supplies and others. At that stage they were 
thinking only of consolidated procurement. Now, 15 years later, 
we are considering whether the single manager concept ought to be 
extended from procurement into the distribution field. That isn’t 
a very big extension because the Army and the Air Force had once 
been together. If the Air Force hadn’t been spending those many 
years trying to back away, it wouldn’t have been so difficult a problem 
to extend this concept to distribution. 

Now, I have taken the liberty, Mr. Chairman, of making these com- 
ments because—— 

Mr. Houirietp. I think your testimony is pertinent. This com- 
mittee has been guilty of doing some studying over the past 15 years 
on this subject, too. 

Mr. Rosacx. I am not opposed to study. I am only opposed to 
studying as a career. 

Mr. Ritey. Well, I would like to assure this committee that it has 
been my observation since I have had the fortunate experience of 
working with the people in Supply and Logistics and in the military 
services as a part of that organization versus being on the other side 
of the river looking at them maybe with some different colored 
glasses on, that there are a lot of problems and they aren’t easy to 
resolve. There are some natural barriers that just are always in the 
way that have to be discussed and rediscussed, and so forth. 

ut I think I can assure—— 

Mr. Houirie.p. There are even some political barriers at times 
from the Congress, aren’t there ? 

Mr. Rirzy. That is right, but I think I can assure this committee 
that Secretary McGuire is anxious that we do not study anything 
more than necessary. He frequently has commented, as you have, Mr. 
Roback, that we seem to make a great many studies and we ought to 
get on with our business. 

So I think that we can assure this committee that whenever we 
make studies we think there is a good reason for it, and we hope that 
asa result of these studies, we can make some progress. 
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Admiral Lattu mentioned this morning the so-called brown book 
I think with the number of problems he enumerated and the numb; 
of recommendations made that although all of the recommendations 
may not have been put into effect as the teams thought they shoul 
be, nevertheless there has been some good come out of that because 
some of these things have been corrected. 


EXTENSION OF PETROLEUM ASSIGNMENT 


Mr. Dani. Does that mean that you consider the petroleun 
single managership matches closely enough to the model so that the 
single manager concept is still identifiable? Is the concept valid fo; 
further extension / 

First of all, is the petroleum single managership a fully imple. 
mented single managership at the present time / 

Mr. Rivey. It is fully implemented if you go back and compare jt 
against the policy decision and the directive that was signed by the 
Secretary of Defense. 3 

Mr. Daun. It does not accord with your overall pattern or model 
for single managers, however. 


Mr. River. It is not as fully a consolidated operation as you wil] 


find in the medical and clothing and subsistence areas. ‘That js 
correct. 

Mr. Houirtexp. Is there any reason why it shouldn't be? Or is jt 
merely that they haven't progressed quite that far in it? 

Mr. Rirey. I tried to point out yesterday that this has been the 
difficult area, this petroleum area. It is a commodity which, as Ad- 
miral Lattu ably pointed out, is managed differently than you manage 
clothing or repair parts or other items. It is a sort of peculiar sys. 
tem, but at the same time it is relatively easy to manage. It doesn't 
have the same problems that you have in other commodity areas where 
you suffer with excesses and surpluses and that sort of thing. 

We have so many terminals and storage tanks around the world and 
you can only put so much fuel in them, and you can float the roof of. 
So the excess problem is not one which is similar to other areas. 

It is a vital commodity to the Navy and to the Air Force and to the 
Army combat elements. It isa critical combat item. 

Mr. Houirietp. Haven't they established, though, adequate conf- 
dence on the part of the using services by now? I know there was 
this hesitancy at first to relinquish this very vital part of their fune 
tion, and hasn’t the Navy established that Sea in the other 
branches of the service that this material will be there for them to use! 

Mr. Rutey. I think that is right. 

Mr. Ho uirtevp. Use on a reliable basis. 

Mr. Rirey. I think that is right, and if you look at all the cross 
servicing agreements we have worldwide in petroleum, the services art 
actually providing petfoleum to each other in many places throughout 
the world. 


LEGISLATIVE ASSISTANCE FOR SUPPLY INTEGRATION 


Mr. Danwin. Mr. Riley, you mentioned that the Cataloging Ad 
was a vital tool in management. Was the O'Mahoney amendmett, 
creating the authority for DOD to bring supply systems under unified 
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regulations or directives, an important factor in the growth of this 
, a 

wr, Ruzy. I would say that it certainly was, Mr. I Jahlin. As I re- 
call, one of the express purposes of revising the Unification Act of 
1947 in 1949 was to strengthen the hand of the Secretary of Defense, 
among other things. 

The O'Mahoney amendment did serve as an instrument whereby 
the Secretary of Defense was successful in producing the important 
4000.8 Directive which really at that time set up the basic policy of 
supply management in the Department of Defense, and all of the di- 
rectives and instructions that have been put out since that time can 
be related directly back to the basic policies set forth which were 
derived from that amendment. 

Mr. Dantin. So that you need a certain amount of strengthing 
from time to time in order to bring about management reforms in the 
supply management field / 

Mr. Ritzer. I think it is true in any system that it behooves man- 
agement to continue to review its policies and its directives for several 
reasons. Directives and policies can become outmoded as things 
change. Practices may have to be adjusted to fit more properly to the 
new situations. 

Mr. Dantrn. Did any changes come out of the McCormack amend- 
ment as yet? This is the amendment in the DOD Reorganization 
Act of 1958 urging further single-agency supply functions. It also 
says that such functions are not “combatant functions” and that the 
procedures involved in the transfer of combatant functions do not 
apply to the creation of single agencies. 

as that assisted you at all? Have you done anything under it? 

Mr. Ritzy. Of course, we felt at the time this amendment was sub- 
mitted that the Secretary of Defense really had this authority already 
and this was, you might say, sort of a reinforcement or ratification. 
We are very conscious of the McCormack amendment, and we cer- 
tainly believe in its concept and principle, and we believe that our 
supply management policies are pointed in that direction. 

On the other hand, although the logistic systems may not be com- 
batant functions as such, they are certainly no less important, and 
you just can’t consolidate them and twist them around without con- 
sidering the kind of support that you will be able to render for these 
combat missions. 

COORDINATION WITH JCS 


Mr. Dauuin. Mr. Riley, do you have any problems in coordinating 
with the Joint Chiefs on such matters as whether the consolidation of 
depots under the single management concept will result. in greater 
vulnerability of stocks to enemy attack 4 

Mr. Ritey. Greater vulnerability ? 

Mr. Danuin. This is both a military matter and a supply manage- 
ment matter, presumably. 

Mr. Ritey. We studied this area jointly with the Joint Staff of the 
Joint Chiefs of Staff and arrived at certain conclusions on that with 
respect to the vulnerability of our present depot system. We are 
starting to get into some classified areas now, if you want to explore 
this in detail, but—— 
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Mr. Dantin. My question was merely whether you had any dif. 
ficulties in coordinating this with the Joint Chiefs. Do you have com. 
plete studies and adequate information in this field ? 

Mr. Ritey. We do have. And asa matter of fact, I think I am cop. 
rect in saying that the Joint Staff was very gratified, not only with 
the result of this study and the information it has provided, but they 
are taking action on those areas where it is in their prerogative to 
do so. These people working together with JCS, the services and our 
office, developed, I believe, a fairly good set of criteria for determin. 
ing how you test a supply system under wartime conditions. 


COORDINATION WITH OCDM 


Mr. Dauttn. Now, the executive directors have noted that they 
have comparatively little coordination with OCDM with regard to 
possible calls on their stocks in emergency situations. 

Would you have any comments on this particular situation? 

Mr. Riutxy. This is an area, I think, that really has not been ex. 
plored in any depth. There has been some thinking going on about 
this and frequently I believe Mr. McGuire has met with Governor 
Hoegh and the two have discussed this problem from time to time, 

Mr. Rosacx. The problem is the military don’t recognize the 
OCDM and give them any dignity or status. Therefore, they don’ 
want to get together with them. Isn’t that what happened? 

Mr. Ritey. You said that. I didn’t. 

Mr. Rorzack. They don’t really want to be bothered with OCDM. 
In fact, we find it difficult finding out what OCDM does. 

Mr. Ruiter. I can’t help you on that, Mr. Roback. 


Mr. Ropack. Well, let’s put it this way—the question that Mr. ! 


Dahlin asked: Is that the responsibility of the single managers or 
the responsibility of your office ¢ 

Mr. Ritey. Well, in considering a policy as to whether or not we 
should support OCDM in certain commodity areas, I think this would 
involve an OSD policy. 

Mr. Houirtevp. It would have to stem from the policy made by the 
high level, I would think. I notice along that line that in Canada 
they have recently made a decision whereby their National Guard 
has now been assigned the function of civil defense in Canada. 

Mr. Rosack. This is more, Mr. Chairman, than the civil defense 
aspect, the defense mobilization; that is, the stockpiling of reserves, 
and all that business, and we know that there is sufficient authority in 
the OCDM, but paper authority is all we have ever been able to 
establish. 

Mr. RreniMan. You know my position has always been that in an 
emergency the Army will take over. 


ATTENTION TO SUPPLY PROBLEMS DURING REORGANIZATIONS 


Mr. Danuin. Mr. Riley, I note again the President's point in 19 
that the “separately administered” clause had some effect on the prog: 
ress of the single manager plan. Did the changed language, “sept 
rately organized,” help the Secretary of Defense’s authority enough 
with respect to this supply management field? I ask this question be 
cause frequently it appears, from the studies that have been made in 
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the past, that among these military relationships, the command prob- 
lems come first and the debate has centered around command. 

Do you think more attention should be given to the supply area 
when organization problems arise? 

Mr. Ruey. I believe the emphasis and effort desired by the Presi- 
dent when he proposed the reorganization plan in 1958, was to more 
effectively organize the operating forces and to make more effective 
the channel between the President, the Secretary of Defense, the Joint 
Chiefs of Staff and the operating forces. 

Now, going back again to my previous statement, the Secretary of 
Defense does have the authority to deal with whatever logistics prob- 
lems reside now in the Department of Defense. 

Mr. Rosack. Mr. Riley, in any event, the McCormack amendment 
settled that issue; didn’t it? There is no problem whatever now, is 
there? As far as “separately administered” is concerned, the Mc- 
Cormack amendment covers that area. 

Mr. Ruey. If there was any doubt at all in anybody’s mind about 
the authority of the Secretary of Defense, I think the McCormack 
amendment helped us straighten that out. 

Mr. Ropack. Can we construe the President’s statement in view of 
the fact that the obstacle has been overcome, as a signal for the exten- 
sion of the single manager into other areas? 

Mr. Ritey. I don’t know if you can say that was a signal. I don’t 
think the President was thinking too much about single managers 
when he came up with the reorganization plan. 

Mr. Dantin. It was specifically mentioned. 

Mr. Ritey. I appreciate that. But I would like to try to impress 
upon this committee the thinking we have now in the Office of Assist- 
ant Secretary of Defense (S. and L.), and that is, that we think the 
single manager concept is a good one. We believe that it ought to be 
extended to certain other areas. 

We also think that the single manager concept is only one part ot 
the many areas that can be improved within the Department of De- 
fense. We think that we have a pretty good program for doing just 
that and gradually working toward more improvement, and I think in 
time this committee and others will be able to see the signs of progress. 

The signs of progress in terms of dollars are A ithe beginning to 
shape up. For example, our supply system inventories from 1957 to 
1958 fiscal years were decreased by $3.2 billion. Our supply system—— 

Mr. Houirtetp. That is a great accomplishment right there, I might 
say. When the second Hoover Commission studied the inventory situ- 
ation of the Government, they found that there was something like 
$27 billion worth of inventory in the civilian agencies, not talking 
about the military. 

So if you can cut down inventories in terms of billions, you are mak- 
ing great savings because that means less warehouse space, less money 
invested, therefore less interest on that money, and less obsolescence, 
and a great many other things. 

Mr. Ritey. And as a corollary to that, we are now working on a 
policy which will give us a criterion for determining the items that we 
ought to stock. In other words, if we have a mobilization reserve re- 
quirement for these items and they are absolutely essential for combat, 
we believe we should stock and control them. ‘But these other items 


AFRO 
a oew Trem A weer oOTrrmrmmrmy <r «C0Cml;|ULlLT AAT ACI OTC !AT YO MTT re, 





258 MILITARY SUPPLY MANAGEMENT 


that do not meet this criterion we think other ways of Managemen 
can be derived. 

Mr. HouiFietp. I hope you don’t lose track of the opportunity that 
exists in standardization, too. We feel that the identification w 
the first step in the cataloging. 

Mr. Ritey. That is right. 

Mr. Houtrrecp. And “the next step is to take those items that are 
similar and reduce them in numbers to standardized items as Near as 
possible, and I think you have a field there of reduction in inventory 
which is greater than most people realize. 

Mr. Riey. I think that is true, sir, and I think it is pretty evident, 
too, to this committee and others, that the Department of Defense js 
stimulating its disposal of the items that we just don’t need to keep 
in our warehouses any more. It costs a lot of money to hang on : 
them, report them, count them, compute requirements on them, reviey 
them. 

This affects the supply system costs all the way up the line. 

Mr. Hortrreip. These computer machines may be the tool of control 

I doubt if you would have ever controlled inventory under the old 
manual system. But under these electronic computing machines, if you 

can gear the inventory cards to them, I think you may have a tool 
there that will help tremendously. 

Mr. Ritey. That is right, sir, and we are able to do things with thes 
mac hines now that we wanted to do some time ago, but just didn’t have 
the capacity to do on conventional equipment or mechanical equip: 
ment. 

Mr. Rosack. Mr. Chairman, Colonel Case has been a patient ad. 
viser to Mr. Riley through these aoe ings. He isa man well versed ji 
this field. I would like, with your permission, to have him identify 
himself for the record and make such additional observations as he 

cares to at this time. 


as just 


STATEMENT OF COL. C. C. CASE, USA, STAFF DIRECTOR, COMMODITY 
SINGLE MANAGER DIVISION, OFFICE 0F SUPPLY MANAGEMENT 
POLICY, OFFICE OF ASSISTANT SECRETARY OF DEFENSE (SUP. 
PLY AND LOGISTICS) 


Colonel Case. I am Col. C. C. Case. 1 am the staff director of the 
Commodity Single Manager Division in Mr. Riley’s office. I have 
been with Mr. McGuire for about 2 years. 

I don’t think I can add anything to the quite comprehensive cover- 
age that has been given here by Mr. Riley and by the executive di- 
rectors. If you have any specific questions, 1 would be glad to at- 
tempt to answer them. 

Mr. Rosack. You are endorsing his summary of the value of this 
single manager instrument, of its possible extension and of the diligent 
interest of the Department in examining that matter ? 

Colonel Case. I think on the basis of the studies we have made, 


and I am one of the people who is engaged in these studies that have , 


been discussed here, [ am convinced on the basis of these studies that 
this is a good useful concept and that it is saving us money and thal 
we haven't lost any effectiveness. I think it can ‘he extended to other 
commodities. 
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I agree with what Mr. Riley said, and also with what the witnesses 
from the Air Force said, that you must extend it prudently and se- 
lectively and carefully, and I think we can be forgiven for making 
careful studies so as not to try to apply the concept where the concept 
won't work. eli ; : 

Mr. Rosack. Nothing that was said here, Colonel, should be taken 
as a discouragement by the committee of the search for true and ac- 
curate facts about the complex supply system which you have to 

le with. 
oP honel Case. I understand that. 

Mr. Rreneman. Mr. Chairman, I just want to say at this point 
that I am pleased to see that the investigations of this subcommittee 
and its predecessors, which includes the subcommittee of which I was 
chairman in the 83d Congress, are beginning to bear fruit. 

Mr. Houirtetp. In concluding our hearings I want to say that I 
have been appreciative and I know Mr. Riehlman and other members 
of the committee have, too, of the caliber of witnesses and caliber of 
testimony we have had before us these 2 days on this single manager 
type of operation. It has been enlightening to us. It is a subject that 
we felt needed a public hearing, and the testimony that we have had 
indicates that there is some real progress and some real savings being 
made in this field. 

We want to consider the testimony and the written material which 
has been provided to the committee, and after we have considered it, 
we will publish, of course, our formal report and such recommenda- 
tions as we may feel constrained to make. 

We want to assure you of our continued interest. in this subject, and 
from time to time we may want to have some more information on 
your progress in this field, and we want you to know that this com- 
mittee appreciates the effort that is being made in this field to accom- 
plish these savings, and we want to be constructive. 

We are not holding these hearings to grab a cheap headline, or 
anything like that. We are interested in savings for the Government, 
and anything we can do that will be helpful to you we will do in the 
future. 

Mr. Ritey. Thank you, sir. We will certainly be willing to bring 
you up to date on this with briefings or other forms of information 
at any time. 

Mr. Houtrietp. The record will stay open for the submission of cer- 
tain materials which we have requested. 

Mr. Ritey. Yes, sir. 

Mr. Houirietp. And the meeting is adjourned. 

(Whereupon, at 4:15 p.m., the subcommittee adjourned. ) 
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Adm, Asst., S/D 


Department of Defense Directive 


SUBJECT Assistant Secretary of Defense (Supply and Logistics) 


I GENERAL 

Pursuant to the authority vested in the Secretary of Defense 
and the provisions of the National Security Act of 1947, as amended, 
including the Department of Defense Reorganization Act of 1958, one 
of the positions of Assistant Secretary of Defense authorized by that 
Act is hereby designated the Assistant Secretary of Defense (Supply 
and Logistics) with responsibilities, functions and authorities as 
prescribed herein, 
I, RESPONSIBILITIES 

The Assistant Secretary of Defense (Supply and Logistics) is 
the principal staff assistant to the Secretary of Defense in the 
following functional fields: 

1, Acquisition, inventory management, storage, main- 
tenance, distribution, movement and disposal of 
materiel, supplies, tools and equipment. 

2. Materiel requirements. 

3. Supply cataloging, standardization and quality control. 

4, Production planning and scheduling. 

5. Commercial and industrial activities. 


6. Small business matters. 


7. Transportation, telecommunications, petroleum and 
other logistical services, 


8. Vulnerability of resources to attack damage. 
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ll. FUNCTIONS 


Under the direction, authority and control of the Secretary of 
Defense, the Assistant Secretary of Defense (Supply and Logistics) shay a 
perform the following functions in his assigned fields of responsibility, a 

1, Recommend policies and guidance governing Departmen . 
of Defense planning and program development, V 
2. Develop systems and standards for the administration and 
management of approved plans and programs, the 
t 
3. Review programs of the military departments for Carrying . 
out approved policies. 
4. Evaluate the administration and management of approved 
policies and programs. 
5. Recommend appropriate steps (including the transfer, 
reassignment, abolition and consolidation of functions) 
which will provide in the Department of Defense for more 
effective, efficient and economical administration and 
operation, will eliminate unnecessary duplication, or yjl] 
contribute to improved military preparedness, 
6. Such other functions as the Secretary of Defense assigns, 
IV, RELATIONSHIPS 
De! 

A, In the performance of his functions, the Assistant Secretary of oth 

Defense (Supply and Logistics) shall: 
V1, 
1, Coordinate actions, as appropriate, with the military 
departments and other Department of Defense agencies 
having collateral or related functions in the field of his 
assigned responsibility. , Vo 


2. Maintain active liaison for the exchange of information 
and advice with the military departments and other 
Department of Defense agencies. 


3. Make full use of established facilities in the Office of the 
Secretary of Defense, military departments and other 
Department of Defense agencies rather than unnecessarily 
duplicating such facilities. 
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B. The Secretaries of the military departments, their civilian 
assistants, and the military personnel in such departments shall fully 
cooperate with the Assistant Secretary of Defense (Supply and Logistics) 
and his staff in a continuous effort to achieve efficient administration of 
the Department of Defense and to carry out effectively the direction, 
authority and control of the Secretary of Defense. 


y, AUTHORITIES 


A, The Assistant Secretary of Defense (Supply and Logistics) in 
the course of exercising full staff functions, is hereby specifically dele- 
gated authority to: 


1. Issue instructions and one-time directive-type memoranda, 
in writing, appropriate to carrying out policies approved 
by the Secretary of Defense for his assigned fields of 
responsibilities, in accordance with DOD Directive 5025.1. 
Instructions to the military departments will be issued 
through the Secretaries of those departments or their 
designees, 


2. Obtain such reports and information (in accordance 
with the provisions of DOD Directives 7700.1 and 5158.1) 
and the assistance from the military departments and 
other Department of Defense agencies as may be necessary 
to the performance of his assigned functions, 

B, Other authorities specifically delegated by the Secretary of 
Defense to the Assistant Secretary of Defense (Supply and Logistics) in 
other directives will be referenced in an inclosure to this directive. 

VI, CANCELLATION 

DOD Directive 5126.1 dated August 13, 1953 is hereby canceled. 

Vl, EFFECTIVE DATE 


This directive is effective upon publication, 


Dis Ax ha 


Secretary of Defense 


Inclosure = 1 
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References to Other Authorities Specifically Delegated by the 
Secretary of Defense to the Assistant Secretary of Defense 


(Supply and Logistics) in Other Directives 


1. Authority to make determinations and certifications with 
respect to construction, replacement or reactivation of bakery, laundry 
or dry cleaning facilities, as prescribed in DOD Dir. 5126.8, dated 
November 14, 1955. 


2. Authority to exercise all authorities delegated to the Secretary 


of Defense by Business Defense Services Administration Delegation No, | 
as amended, as prescribed in DOD Dir. 4405.6, dated August 20, 1954, 


3, Authority to make determinations with respect to facilities and 
equipment for metal scrap, bailing or shearing, or for melting or smelt. 
ing aluminum scrap, as prescribed in DOD Dir. 5126.15, dated January} 
1956, 


4, Authority to act for the Secretary of Defense with respect to 
disposal of surplus property, as prescribed in DOD Dir. 5100.16, dated 
March 19, 1958. 


5. Authority to make determinations with respect to the donation 
of surplus personal property to educational activities of special interest 
to the Armed Services, as prescribed in DOD Dir. 5100.13, dated 
May 20, 1957. 


6. Authority to act for the Secretary of Defense with respect to 
the administration and operation of the Armed Forces Supply Support 
Center, as prescribed in DOD Dir. 5154.14, dated June 23, 1958, 


7. Authority to exercise the responsibilities of the Secretary of 
Defense under the National Industrial Reserve Act of 1948 with respect 
to machine tool and production equipment reserve as prescribed in 
DOD Dir. 5100.17, dated January 7, 1959. 
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DEPARTMENT OF DEFENSE 


- || DIRECTIVES SYSTEM TRANSMITTAL 
j 
wwe OIMSTRIBUTION 
5126.1 - Chl April 16, 1959 5100 
rith 
laundry | 
lated 
Secretary 
ation No, | | INSTRUCTIONS FOR RECIPIENTS 
20, 1954, | ; 
j The following pen change to Department of Defense Directive 5126.1, 
oe "Assistant Secretary of Defense (Supply and Logistics)", dated January 7, 
lities and 1959, has been authorized: 
or smelt. 
. January 6, PEN CHANGE TO INCLOSURE 1 
Add the following as Item No. 8, 
pect to "8. Authority to act for and in the name of the Secretary of 
l6, dated | Defense concerning requests for waiver of the navigation 
and vessel-inspection laws of the United States pursuant 
to P. L. 891, 8lst Congress, 2d Session, (64 Stat. 1120), 
donation as prescribed in DoD Dir. 5100.21, dated April 9, 1959." 
l interest 
ted 
a MAURICE W. ROCHE 
upport | Administrative Secretary 
8, 
stary of 
respect 
ed in 


WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED. 
FORM 1OUS EDITIONS ARE OBSOLETE 
SD 2%. 106_1 PeeOns COUT ONE AE 





41742 O— 59 18 








268 








MILITARY SUPPLY MANAGEMENT { 


13 August 1953 
NUMBER 5126.1 








Department of Defense Directive 
SUBJECT Assistant Secretary of Defense (Supply apt LAGstics) 


Pursuant to the suthority vested in me by the National Securiy 
ct of 1947, as amended, and by Reorganisation Plan Me. 6 of 195}, 
ssistant Secretary of Defense (Supply and Logistics), 


partment of Defense directive dated 30 June 1953, shall, is edits, 


such responsibilities as may be hereafter assigned, have the filly 
responsibilities: 


(1) Developing policies and procedures for the Depert- 
ment of Defense in the broad fields of procurement, prodie 
tion, distribution, transportation, storage, cataloging, 
requirements, and mobilisation planning, 


(2) Providing advice and assistance to the Secretary 
of Defense and his staff on supply and logistic aspects 
of Department of Defense policies, plams and progrems. 


(3) Providing (in cooperation with the Assistant 
Secretary ef Defense (Applications Engineering) for ites 
specification standardisation. 


(4) Betablishing policies and procedures for the 
termination of requirements of major end items. 


(5) Providing for the periodic review of tables of 
te 


(6) Appraising the feasibility of strategic plans ia 
terms of the availability of materials, end items, compe 
ente and support. 


(7) Beteblishing policies and procedures for the 
review snd enalysis of requirements for besic materials 
(copper, steel, aluminum, etc.) needed for the production 
of end item progrems approved for the Department of Defense, 


} 
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(8) Representing the Department of Defense before 
riate Govermment agencies in presenting requirements 
for and securing the allocations of basic materials for the 


Department. 


(9) Recommending to the Secretary of Defense the as= 
t of procurement responsibilities among the several 
gilitery departments. 


(10) Making recommendations for regrouping, combining, 
op dissolving existing interservice agencies operating in 
the fields of procurement, production, and distribution in 
gdh mammer as to promote efficiency and economy. 


(11) Coordinating, as required, the activities of the 
efiitery departments in the field of supply and logistics 
to climinate unnecessary duplication of effort and expenditure. 


(12) Determining relative priorities of the various 
geguente of the military procurement programs, 


(13) Formulating policies and prescribing systems for 
procurement and production programming, for scheduling, ani 
for expediting approved procurement and production plans for 
the Department of Defense. 


(4) Determining and reporting to the Secretary of 
Defense and the Secretaries of the military departments as 
to current production performances as compared to schedules 
on major items. 


(15) Making recommendations on requirements for strategic 
mterials that should be stockpiled to meet military needs. 


(16) Formlating policies and programs of the Department 
of Defense in relation to industrial or commercial-type facili- 
tles and production equipment, and administering the responsi- 
bilities of the Secretary of Defense in relation to machines 
tool and production equipment reserves provided for in the 
National Industrial Reserve Act of 1918 (P. L. 883, 80th Congress). 


(17) Pormulating policies and systems in the fields of 
personal property inventory, warehousing, communication ser= 
Vices, utilities, supply and transportation and traffic 
nanagement. 
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(18) Prescribing a single supply catalog system 
and accomplishing its progressive utilization in all 
supply functions within the Department of Defense, in 
cluding the administration of the Defense Catalo 
and Standardisation Act (P. L. 436, 82nd Congress), 


(19) Representing the Department of Defense with 
other governmental, nongovermmental and international 
organizations on supply and logistics matters of mutual 
interest or responsibility. 


(20) Arranging for the supervision of such sub- 
ordinate agencies as exists or may be created to con 
sider subjects falling within the scope of his responsi. 
bilities. 


(21) Developing policies and procedures to assure 
that small business receives its proper share of pro~ 
curement contracted for by the Department of Defense, 


(22) Developing and issuing, in coordination with 
the military departments, the Armed Service Procurement 
Regulation. 


(23) Insuring effective implementation of estab 
lished Department of Defense policies, plans and progrems 
in the above listed areas and taking all necessary or 
appropriate action to insure that the procedures, methods, 
and practices of military departments are in compliance 
therewith. 


The Assistant Secretary of Defense (Supply and Logistics) 4s 
herewith delegated the authority to obtain such reports and infors 
tion from the military departments as are necessary to carry at 
his responsibilities and is authorised to request the military 
departments to issue the necessary directives to obtain such 
reporte end information. 


In the performance cf these functions, the Assistant Secreta) 
of Defense (Supply and Logistics) will to the extent practical, 
utilise the advice, assistance and appropriate facilities of th 
military departeents. Such utilisation shall mot, however, be # 
construed‘ or so utilized as to circumvent the established coma 
channels through the Secretaries of the military departaente for 
the formal communication of approved policies, plans or other 
directives. 


! 


3 2eevee 


ESsBeesre 








MILITARY SUPPLY MANAGEMENT 271 


Directives recommended by the Assistant Secretary (Supply 
oy Logistics) which intend to change established policies or 
g will be signed by the Secretary or Deputy Secretary 


- of Defense, and their implementation will be accomplished by the 
| qgcrevaries of the military departments or by their designated 
agents. 
h | The Assistant S@&retary (Supply and Logistics) is specifically 


proibited from negotiating contracts with suppliers, 


t of Defense Directive 5126.5, Munitions Board 
Charter, dated 29 July 1952, Department of Defense Directive 5126.7, 
teras of Reference for the Director, Defense Supply Management 
agency, dated 12 September 1952, ad Secretary of Defense Memor 
_ tetablishment of the Military Traffic Service, dated 23 August 1950, 
are cancelled and all other directives or memoranda or parts thereof, 
to the extent they are inconsistent with the provisions of this 
ire directive, are modified accordingly or rescinded, as appropriate. 


th EW Lloro 


Secretary of Defense 
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sr, be a0 


ente for 
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31 January 1956 


MEMORANDUM FOR THE SECRETARY OF THE ARMY 
THE SECRETARY OF THE NAVY 
THE SECRETARY OF THE AIR FORCE 


SUBJECT: Single Manager Assignments 


I have decided that the time has come when we should exteng 
the Single Manager Plan to cover additional common use items and 
common service activities within the Department of Defense, This 
management concept has already been applied in part in severa] 
fields. The clear purpose of this extension is to promote in. 
creased economies in the utilization of manpower, materiel and 
services. So that no misunderstanding on policy or intent wil) 
arise, I am spelling out in the attached Directive what I expect 
functionally and organizationally from this system. 


It is my intention to have a basic organizational pattern 
that can be extended as rapidly as possible in the supply field 
to petroleum, medical-dental, clothing-textile, photographic 
equipment, and in the service field to traffic management. the 
organization for subsistence will be amended to fit the basic 
pattern described in the attached Directive. I intend also 
that the organization for MSTS and MATS be amended to conform 
to this basic pattern as soon as appropriate plans can be worked 
out. 


Each single manager assignment must be set up with sound 
financial and inventory controls. 


Responsibility for program requirements will continue with 
the individual services. The Single Manager will be kept informed 
on what those requirements are and the assumptions and computa- 
tions on which they are based. He will be expected to comment 
on the validity of any requirements which he questions, 


The feasibility of further extension of this management 
technique will be determined later after careful study of pos- 
sible savings and the advantages and disadvantages of this type 
of operation, recognizing that the primary mission is to effec- 
tively support the military effort of the country. 


The successful implementation of this plan will require 
your full cooperation and that of the Departments under your 
control. 


Signed/ C, E. WILSON 
Secretary of Defense 


( 
: 


- Me Bin 
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January 31, 1956 
NUMBER 5160.12 














. extend 
ms and 
+ This 
eral 
| in- 
and | . . 
will Department of Defense Directive 
expect 
he SUBJECT Policies for Implementation of Single Manager Assignments 
L\ttern 
field REFERENCES: a. National Security Act of 1947, as amended 
1ic b. Section 638, DOD Appropriations Act, 1953 
. The c. DOD Directive 4000.8, 17 November 1952 
1sic 
30 Si PURPOSE AND OBJECTIVES 
Porm 
worked A. The purpose of this Directive is to further implement 
references a., b., andc. This is being done by estab- 
lishing a basic pattern of organization and procedures 
sound for Single Manager assignments for common use items or 
common service activities within the Department of 
Defense. 
ue with 
informed B. The primary objectives of Single Manager Assignments are: 
mputa- 
mment \ 1. To eliminate duplication and overlapping of effort 
between and among military departments. 
ment | 2. To improve the effectiveness and economy of supply 
pos- and service operations throughout the Department 
s type of Defense. 
effec- 
II. DEFINITIONS 
juire ’ A. Single Manager - The Secretary of a military department 
‘our designated by the Secretary of Defense to be responsible 


for the organization and operation of a particular Single 
Manager Assignment for specified categories of common use 
items or common service activities. 


B. Executive Director - The individual designated by the 
Single Manager to manage the operating agency established 
by the Single Manager. 


C. Administrative Committee - A group designated to assist 
the Executive Director in identifying and overcoming 
problems concerning the operation of the Single Manager 
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Assignment. This Committee is a group of specialists meeting | 
to recommend solutions of particular problems and to promot, 
the effectiveness and economy with which the agency meets the 
needs of the military departments. Its membership shal) be a 
follows: 


11] 


1. Executive Director, Chairman. 

2. A representative from the Army, Navy (or Marine Corps 
at the discretion of the Secretary of the Navy), ang 
the Air Force. 

3. Assistant Secretary of Defense (Comptroller) or hig 
representative. 

4. Assistant Secretaries of Defense appropriate to the 
commodity or service, or their representatives. 


The Committee may be augmented by technical personnel frog 
military departments, as determined by the Single Manager, ay 
as commodity or service problems under consideration dictate, 
This Committee is neither a policy board nor an executive 
directorate. 


Administrative Support - The provision of personnel, space, 
facilities, and supplies, including the related budgeting, fy. 


ing, fiscal control, training, manpower control and utilizatig, 
personnel administration, security administration, mobilizatig 
planning, and any other administrative provisions and services, 
necessary to carry out Single Manager Assignments. 


Supply Management - The exercise of direction and control of 4 
phases of supply operations, including the functions of Catala. 
ing, standardization, net requirements determination, procure. | 
ment, production, inspection, storage, distribution, disposal, 

transportation, maintenance and mobilization planning. 


Ownership - As used herein, the Single Manager shall be consite) 
to "own" an inventory of commodities when such inventory is cw. 
ried in the accounts of a division of the stock fund assigned 
him for this purpose. 
Wholesale Distribution - The operation of an area depot or ote 
distribution system designed to issue products in bulk quantity 
to the appropriate retail distribution level. 


Common Use Items - A class or category of items, of commercial | 
type, generally used throughout the military and civilian eco- 
onies. 


Common Service Activities - Readily identifiable categories of 
support-type services of a semi-commercial nature, utilized by 
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two or more military departments for substantially the same 
purposes designated by the Secretary of Defense for single 
management assignment. 


ii. POLICY AND INTENT 


A. 





General 


The Single Manager Plan will be employed, as appropriate, 

for the management of common use items and common service 
activities within the Continental United States, and may be 
extended to include operations outside the Continental United 
States, as directed by the Secretary of Defense. 


Organization 


1. Upon designation as a Single Manager, that Secretary will 
make appropriate organizational arrangements for carrying 
out this responsibility through an operating agency. The 
basic pattern of organization set forth herein will be 
followed except where justifiable deviations are approved 
by the Secretary of Defense. 


2. The Single Manager will designate an Executive Director 
of the operating agency who will have no other duties but 
to direct the functions of that agency. Such appointments 


will be subject to the approval of the Secretary of Defense. 


The Executive Director will be responsible to the depart- 


mental Secretary through channels prescribed by that Secre- 


tary. 


3. In setting up his organization and in carrying out of his 
responsibility, the Single Manager and his Executive 
Director will make optimum use of existing facilities, 
skills, personnel, and organizational units previously 
engaged in similar pursuits, both in his department and 
the other military departments. 


4. Upon the establishment of a Single Manager Assignment, 
the other military departments will eliminate duplicate 


functions and activities which have become the responsibil- 


ity of the Single Manager. 


5. The operating agency will be staffed by civilian and 


military personnel from one or more of the military depart- 


ments, as appropriate. In setting up the agency necessary 
adjustments between military departments will be made 
with respect to personnel and funding. 
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C. 


D. 
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f 
Administrative Committee 


l. 


An Administrative Committee, a joint group described i, | 
detail in paragraph II C above, will be formed for each 
Single Manager Assignment to assist the Executive 
Director. The Committee will meet once a month, or mon 
often on call. 


Applications - Common Use Items 


l. 


2. 


The Single Manager will be responsible for the perform, 
of all functions of supply management assigned to hin, 


Responsibility for program requirements will continue 
with the individual services. Service program require. IV. 
ments will be furnished to the Single Manager, through 

the Executive Director, by the military departments, 
together with the pertinent assumptions on which the 
computations are based. ¥. 
Wholesale distribution will be effected through the use 

of those facilities, regardless of military department 
ownership, best suited to meet effectively and economical) 
the requirements of the services and the area served. gy) 
distribution facilities shall be operated with administn,. 
tive support furnished by the department which owns the 
facility. The military department owning the facility vi) 1 
be responsible to the Single Manager, through the Executip 
Director, for all necessary elements of supply managenent 
relating to the commodities owned by him and stored ani 
issued from such facility. 


ne 
\ 


Periodically, as he deems necessary, the Executive Directs 
may call for summary stock status and consumption inform. 
tion with respect to materiel held by the military depart. 
ments at retail level. The Executive Director will also 

request reports at regular intervals with respect to 


materiel known by the military departments to be in sub- | 


stantially long or short supply. 


All stocks, both operating and reserves, under the contro 
of the Single Manager, shall be owned by his operating 
agency and financed by a separate division of a single 


| 
stock fund. 


) 


Stocks held at levels below the ownership of the Single 
Manager will be rotated when required to maintain their 
quality, through arrangements to be agreed upon between 
the Single Manager and the military department concerned 
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E. Applications - Common Service Activities 


1. The basic pattern of Single Manager organization outlined 
herein will, except as noted in 2. and 3. below, apply 
to Single Manager common service activity assignments. 


2. In respect to Single Manager Assignment for common service 
activities, the military departments shall furnish their 
requirements to the Single Manager, through the Executive 
Director, in the manner which he prescribes. 


3. The operating agency providing the common service will be 


financed by a single working capital fund whenever 
income and expense are involved. 


IMPLEMENTATION 


The Single Manager Plan will be put into effect by specific 
Directives for each commodity group or type of service. 


EFFECTIVE DATE 
es 


The provisions of this Directive are effective immediately. 


Secretary of Defense 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 


5160.12 - Chl 


ATTACHMENTS 
None 


INSTRUCTIONS FOR RECIPIENTS 


The following pen change to Department of Defense Directive 5160.12, "Policies for 
Implementation of Single Manager Assignments", dated January 31, 1956, has been 
duly authorized: 


PEN CHANGE 
Page 4, Section III, C. 1. - 
Revise the last sentence as follows: 


"The Committee will meet quarterly, or more frequently, at the call of the 
Executive Director." 


i a fe, 
Wituree DE. eh 
MAURICE W, ROCHE 
Administrative Secretary 


SISYSF 





SD 2. 106_1 PREVIOUS EDITIONS ARE OBSC 











280 MILITARY SUPPLY MANAGEMENT 









DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 


OISTRIBUTION 





wuMBER 













5160.12 - Ch 2 


ATTACHMENTS 


Pages 3 and 4 of DoD Directive 5160.12, Jan 31, 56 


March 17, 1959 


INSTRUCTIO"S FOR RECIPIENTS 

The following page and pen changes to DoD Directive 5160.12, "Policies 
for Implementation of Single Manager Assignments", January 31, 1956, have been 
duly authorized, pursuant to provisions of Secretary of Defense memorandum, 
"Committees", dated August 13, 1958: 








PAGE CHANGES 
Remove: Pages 3 and 4 
Insert: Attached Pages 3 and 4 















Changes appear on both pages and are indicated by marginal asterisks. 





PEN CHANGES 
Pages 1 and 2, Section IL - Definitions - 

Delete paragraph C. - Administrative Committee. 

Re-letter paragraphs D. through I. as C, through H., respectively. 


On attached chart, delete boxes headed "Administrative Committee" and 
"Membership". 


*_* * & 


In addition to the above, delete the date of Reference (c) on Page 1 and insert 


January 5, 1957. 


MAURICE W. ROCHE 
Administrative Secretary 


WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED. 


sD FORM 106 1 PREVIOUS EDITIONS ARE OBSOLETE 
+ suL 86 _- 


eee eeee ec FF FF FSH Se 
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(Note: The only change on pages 3 and |, is as follows:] 


III. POLICY AND Urranr 


o + Oe * 
licies * * a” 
ave been C. Direct Coordination 


durn, 

1. Quarterly, upon submission of the Single Manager Reports required 
by DOD Instruction 4100.31, or mbre frequently when required, the 
Single Manager or his designee will convene a meeting with desig- 
nated representatives of the Army, Navy (and the Marine Corps), 
the Air Force, the Assistant Secretary of Defense (Supply and 
Logistics), the Assistant Secretary of Defense (Comptroller),and 
other officials of the Department of Defense having an interest 
in the commodity or service involved to discuse matters connected 
with the operation of the Single Manager Agency. Representatives 
of the above agencies may communicate or discuss directly with the 
Executive Director matters of concern to them. This arrangement 
will not be so construed or so utilized ag to circumvent the 
command channels through the Secretaries of the military depart- 
ments. 


eee ee eeeec eee EE 
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SUBJECT 


References: 


I. 


r 39 19% 


Ma 
NUMBER 5160, 11 








Department of Defense Directive 


Single Manager Assignment for Subsistence 


(a) Directive 000.8, Basic Regulations for the 
Military Supply System, Noventer 17, 1952 

(bo) Directive 5160.12, Policies for Implementation 
of Single Manager Assignments, January 31, 1956 

(c) Directive 5160.11, Single Manager Commodity 
Assignment for Subsistence, November l, 1955 

(d) Directive 720.1, Regulations Governing Stock 
Fund Operations, February 1, 195) 


AUTHORITY AND PURPOSE 


A. Pursuent to the authority vested in the Secretary of 


Defense by the National Security Act of 19,7, as amended, 


& Single Manager Commodity Assignment is hereby directed 
within the Department of Defense with authority, functions, | 
responsibilities, and relationships as set forth below, 
recognizing that the primary mission is to effectively 
support the military effort of the country. 


EB. The purposes and objectives of this assignment are: 


Ze 


20 


36 


SCOPE 





To provide the most effective and economical means 
of supplying subsistence to the Armed Services. 


To eliminate duplication and overlapping of effort 
between and among the military services. 


To apply the basic pattern for all organizations 
performing «6 Single Manager support mission, as 
prescribed in reference ¢b) above, to the mission of 
supplying subsistence to the Armed Services. 


The Single Manager plan will be employed, as appropriate, 
for the management of Subsistence within the Continental 
United States, and may be extended to include operations 
outside the Continental United States, when directed by the 
Secretary of Defense. 


| 


IL 
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/ ay,  GANCELLATION 


Reference (c) is superseded and cancelled on the effective date of 
this directive. 


IV. DBELMITIONS 


0.11 A. - The Secretary of the military department who 
— | is designated by the Secretary of Defense to be responsible 
smisineaiblaee for the organization and operation of the Single Manager 
assignment for subsistence. 
B. Executive Director for Subsistence - The individual designated 
tive by the Single Manager to manage the Single Manager operating 
agency for subsistence. 
} C. Single Manager Operating Agency - An organization which, under 
the direction of the Executive Director for Subsistence, shall 
the direct and control all assigned functions of supply management 
at: for subsistence for all military services. It shall be titled 
— Military Subsistence Supply Agency. 
31, 1956 ve 
ie D. Administrative Committee - A group designated to assist the 
Stock Executive Director in identifying and overcoming problems 
concerning the operation of this assignment. The Committee 
shall be neither a policy board nor an executive directorate, 
but rather a group of specialists meeting to recommend solutions 
to particular problems and to promote the effectiveness and 
y of economy with which the Agency meets the needs of the military 
amended, services. Its membership shall be as follows: 
directed 
functions, | 1. Executive Director, Chairman, 
 delow, | 
— , 2. A representative each from the Army, Navy, Marine Corps, and 
: the Air Force. 
= 3. The Assistant Secretaries of Defense (Comptroller, ana 
| means Supply and Logistics), or their representatives. 
eS.e 


4. Such technical or professional personnel augmentations 
effort from the military services es t..o Single Manager determines 
to be necessary and as subsistence supply problems under 
consideration dictate. 


-Lons 

Pa E. st ve Support - The provision of personnel, space, 

equipment, facilities, and supplies, including the related 

budgeting, funding, fiscal control, training, manpower control 
and utilization, personnel administration, security administra- 

tion, mobilization planning, and other administrative pro- 

riate, } visions and services, necessary to carry out assigned missions, 

ental ! 

tions | 

i by the 


41742 O—59 19 
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Subsistence - All items classified.under Group 89 in the 
Federal Supply Classification, except for Class 895, 


Supply vans coment of Subsistence - The exercise of direction 
co of subs mee supply operations, including the 
functions of cataloging, standardization, net requirements 
determination, procurement, production, inspection, storage, 
distribution, disposal, transportation, maintenance, and 
mobilisation planning. 


vangle wansger Stocks - Subsistence acquired by and maintainey 
0 ribution system, under the control and 
ownership of the Single Manager, down to but excluding retai) 


stocks, This includes operating stocks and economic, con 
tingency, and mobilization reserves, 


oes as Subsistence Stock Fund Division = An administratiy, 
on 0 6 pursuant to Regulation 


Governing Operations of Stock Funds (DOD Directive 7120.1) to 
finance Single Manager subsistence stocks, 


Retail Subsistence Stock Fund Divisions or Categories <~ The 
division or category established Within each of the military 
departments stock funds to finance retail mbsistence stocks, 


Wholesale Distribution - An area depot distribution systen 

8 dis ute and issue subsistence in bulk quantities 
to the post, camp, station, or base level of all services, 
This distribution system shall employ the facilities best suited 
to the requirements of the area served, regardless of military 
service ownership, 


Retail Stocks - Subsistence not included in Single Manager stocks 
which is necessary to be held and controlled by individual 
military services for issue or resale to final consumers in 
performance of assigned missions, and which is not under the 
direct management of the Single Manager, 


DELEGATION OF AUTHORITIES AND RESPONSIBILITIES 


ne 


The Secretary of the Department of the Army is hereby designated 
as the Single Manager for Subsistence, subject to over-all 
guidance, policies, and programs of the Office of the Secretary 
of Defense, with the responsibilities and authorities assigned 
under this Directive. Additions or deletions of specific itens 
from the cognisance of the Single Manager will be authorised 
only by the Office of the Secretary of Defense. Requests for 
change may be initiated by a military service and shall be 
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he forwarded through the Single Manager, for his recommendation, 
to the Secretary of Defense. 

ction p. As Single Manager for Subsistence, the primary responsibility 

the of the Secretary of the Army shall be to effectively meet 

nts the supply support requirements of the military services 

rage, in terms of centrally managed subsistence. He shall also 

d be responsible for fulfilling other support responsibilities 
placed upon the Department of Defense for subsistence. He 
shall be responsible for utilization of all applicable 

ntained portions of reference (b) except where such portions are 

aro specifically modified or amplified herein. 

oe 

- C, The Secretary of each military department shall be responsible 


for the administrative support of all installations and 

activities under his jurisdiction, including administrative 

Re support required to perform those functions assigned by the 
Calationg Single Manager. Military departments will furnish to the 


ol) to Single Manager complete data regarding administrative support 
costs incurred on the basis of missions assigned by the Single 

The Manager. Such data shall be compiled on a comparable basis 

itary and, as soon as practicable, derived from a uniform expense 

tooks, classification and related to budget and apportionment requests. 

team D. The Secretary of each military department shall be responsible 

antities for requirements determination, for supply of subsistence to 

BS, using elements at retail level, and for control of reserve 

st suited stocks at levels below the wholesale distribution level. 

Llitary Departmental planned requirements will be submitted to the 
Military Subsistence Supply Agency on a cyclical basis, in 
accordance with policies and procedures established by the 

aT stocks Assistant Secretary of Defense (Supply & Logistics). 

; = E. The Secretary of each military department shall be responsible 


for full cooperation with the Single Manager in carrying 
out the provisions of the applicable portions of reference 
(b) and the provisions of this Directive. 


si gnated VI. AUTHORITIES AND RESPONSIBILITIES OF THE SINGLE MANAGER 
1 


cretary A. Organization and Management 

signed 

ic items 1. Designate an Executive Director for Subsistence, subject 
“ised to approval by the Secretary of Defense. The Executive 
‘8 for Director shall have no other duties but to direct the 
be f operations of the Subsistence Supply Agency. ‘The 


Executive Director shall be responsible to the Secretary 
of the Army through channels prescribed by that Secretary. 
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5. 
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Establish and organize the Mil‘tary Subsistence Supply 
Agency in accordance with reference (b) above, except 
as otherwise specifically modified herein. 


The Agency shall be staffed by civilian personnel employeg 
by the Department of the Army and by militery personnel] 
from all military services, as appropriate, not necessarily 
with equal representation. Positions within the Agency 
staff will be identified as military or civilian, based on 
criteria established by the Secretary of Defense. Key 
military staff positions subordinate to the Executive 
Director shall be subject to rotation on a periodic basis 
amoung the military servicss, as agreed to by the Single 
Manager and the Secretaries of the other two military depert- 
ments, with due consideration being given to the qualifica- 
tions of the individuals concerned and the career program 
needs of each military service, The Department of the Army 
will be responsible for providing the administrative sup- 
port for the Agency. Initially, however, personnel, 
personnel spaces, funds, facilities and equipment will be 
adjusted among the military services for responsibilities 
assigned to the Agency in order to meet the support require- 
ments of the Single Manager created by this directive, Such 
personnel adjustments will be accomplished in accordance 
with the provisions of DOD Instruction 1404.4, dated 

April 19, 1955. 


Organize the Administrative Committee in accordance with 
paragraph IV. D. above. 


Assign the distribution mission for subsistence for each 
distribution area to specific area distribution depots fron 
which all military installations in the area will requisition, 


Requirements 


Receive from the military services on a cyclical basis 
statements of peacetime and mobilization requirements, 
computed and submitted in accordance with policies and pro- 
cedures established by the Assistant Secretary of Defense 
(Supply & Logistics), together with necessary data including 
basic assumptions and factors upon which the requirements 
were premised, to enable review and comment on the validity 
of the requirements, 


Direct the submissions on a periodic basis of inventory status 
reports at the retail level, by distribution area, of the 
total stocks on hand and the quantities of those stocks held for 
operating needs, and those stocks held for reserves. This 
refers to those stocks owned and positioned by the military 
services, 
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In accordance with policies aad procedures established by 
the Assistant Secretary of Defense (Supply & Logistics), 
develop the total Department of Defense requirements 
program and compute net peacetime and mobilization 
requirements for the Agency, for purposes of procure- 
ment, distribution, and disposal. 


Receive from the military departments the requirements for 
Mutual Defense Assistance Programs and civilian aid progran. 


Procurement 


1. 


2. 


he 


de 


Conduct or direct procurement, pursuant to the provisions of 
the Armed Services Procurement Act, (Armed Services Procure- 
ment Regulation) and (Army Procurement Procedures), in- 
cluding contract administration, as a single service 
purchase assignment to the Single Manager for all centrally 
procured items. Designate those items to be procured 
locally. The designation or redesignation of items from 
local procurement to central procurement or vice versa 

will be coordinated with the military services with 
sufficient time allowed for an orderly adjustment of the 
affected programs. Stock Fund items authorized to be 
procured locally shall be financed by allotments of the 
retail stock funds, 


Obtain and furnish to the military services procurement 
and production data for use in requirements and supply 
studies. 


The Single Manager shall be responsible for accounting 
and control of Government-furnished material in the 
hands of contractors and Government manufacturing plants 
in connection with procurement of end items. 


Procure materiel for the Mutual Defense Assistance Programs 
and civilian aid programs to fulfill requirements submitted 
by the departments which are not available from stocks 
owned by the Single Manager. 


Administer the priorities and allocation authority dele- 
gated to the Secretaries of the military departments by 
the Assistant Secretary of Defense (Supply & Logistics) in 
accordance with the Department of Defense Priorities and 
Allocations Manual, pursuant to DOD Instruction 4410.1, 
and plan for administration in accordance with Department 
of Defense Ruergency Priorities Allocation Manual (4410.2). 


inspection 


Direct the program of Inspection and Quality Control for 
Subsistence, utilizing established inspection services 
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and facilities to the maximm degree; this program shal) 


apply to the procurement, storage, and maintenance of 
supplies. 


E. Mobilization Planning 


1. 


2. 


Coordinate and direct mobilization planning in assignej 
areas of supply management responsibility. Recommend 
related mobilisation policies and procedures to responsi. 
ble Assistant Secretaries of Defense for inter-agency 
agreements and coordination with over-all Department of 
Defense mobilization plans. 


Arrange for or conduct industrial mobilization p 

for all items under the Single Manager for which advance 
planning is necessary to assure adequate wartime produc- 
tion to meet military needs. Such actions may include 
but are not limited to: 


Developing with industry, under the policies and pro- 
cedures of the Production Allocation Program, mobili- 
zation production schedules for all items on the 
Department of Defense Preferential Planning List ani 
the several approved Departmental Planning Lists, 


Developing procedures for locating potential sources 
of supply for other items and conducting such planniy | 
as may be appropriate. 


Negotiating industry preparedness measures contracts 
as appropriate. 


Determining needs for reserve production facilities, 
production equipment, stockpiles of critical materials, 
etc., and recommending appropriate action for 
acquisition and maintenance thereof. 


F. Storage 


aa 


i. 


I2O() 


Determine requirements for storage space and related activi: 
ties. Request necessary space and related activities fra 
owning services. Establish and maintain records of space 

utilization. 


Assign specific storage missions, when storage space can lk 
made available, to installations other than area distril- 
tion depots, regardless of military service ownership, 
when necessary to store subsistence. 


G. Inventory Control 


Establish and maintain central control over subsistence 
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inventories owned by the Single Manager, and prescribe 

quar.titative stockage objectives for such inventories, 

at the area distribution depots, which are necessary to 
meet the area distribution requirements, 


Prescribe an inventory reporting system which will provide 
current, accurate, repetitive and cyclic stock status 
information to the Agency for all subsistence owned by the 
Single Manager e 


Prescribe requisitioning procedures to be utilized by the 
military services in requisitioning against Single Manager 
stocks, and direct the phased submission of requisitions 
to the appropriate depots or market centers, 


Establish prices and pricing procedures in accordance with 
policy as established in reference (d), 












Mrect distribution and redistribution, down to and including 
shipments from distribution depots, of stocks owned by the 
Single Manager. 


Mirect, when necessary for rotation purposes, the reallocation 
of assets and the utilization and consumption by all military 
services of common stocks, 


Institute such measures as forced issue when necessary for 
utilization of existing stocks, 


Coordinate program for the positioning of mobilization 
reserve stocks to obtain maximum availability and minimum 
loss in the event of enemy attack, in accordance with 
Department of Defense policies, 


Prescribe reports to be furnished to the Military Subsistence 
Supply Agency by area distribution depots, or other activities 
performing a mission assigned by the Single Manager, es may be 
necessary to carry out the responsibilities of this assignment, 


Screen all excesses of subsistence, including returnod material, 
either owned by the Single Manager or reported by the military 
services, and determine the utilization or disposition of such 
excesses, 


Report to Ceneral Services Administration, in accordance with 
Department of Defense policy, those items excess to Department 
of Defense requirements, 











MILITARY SUPPLY MANAGEMENT 


12. Prepare inventory and supply reports, as required by the 
military services, for the development of requirements an 
supply studies, 


Stock Fund 


Establish and administer the Single Manager Subsistence Stock 
Fund Division, in accordance with reference (d) and the chart 
authorizing the establishment thereof, 


Research and Deve lopment 


The Single Manager will be kept informed of all research ay 
development pertaining to his commodity area. He may reo 

to the military services research and development into 
materials, items, and methods within his commodity jurisdict;, 
and will recommend to the Assistant Secretary of Defense ( 
and Development) any changes in the program he considers ds 
The military departments, under the policies and procedures y 
the Secretary of Defense, are responsible for research anj 
development programs; the Assistant Secretary of Defense (Fasuy 
and uaa he responsible for réviewing these progray, 


Cataloging and Standardization 


1. Responsible for coordinating the cataloging operations y 
the military services for subsistence in accordame wit) , 
prescribed Department of Defense policies, procedures, a 
operations established for the Federal Catalog Systen; Wl 
operate as a single submitting activity in the Federal 
Catalog System for Department of Defense subsisteme, 


2. Develop and direct a program of standardization and of 
standards and specification preparation and maintenance 
within the over-all Department of Defense policies ani 
guidance. 


Transportation 


Arrange for required transportation or traffic management 
services from the respective Single Managers assigned resp 
sibilities for traffic management (Single Managers for Milita, 
Traffic Management, Military Sea Transportation Service an 
Military Air Transport Service), in accordance with criterls 
and procedures established by those Single Managers, or as 
otherwise be authorized by the Secretary of Defense, 


Maintenance and Manufacture 


Coordinate the operation of all military activities engaged i 
maintenance, manufacture, assembly, or approved rehabilitatia 
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by the of subsistence materiel owned by or entering the wholesale 
distribution system. 


M, Personnel and Training 


1, In planning the organization and staffing required for the 
Agency, establish military and civilian career development 
© Stock patterns which shall be coordinated with and supplement 
@ chart, programs of the military departments. Personnel training 
requirements peculiar to a particular military service will 
be considered in the development of the program and incor- 
porated therein by the Single Manager. 


‘ch and 2. Coordinate the execution of an adequate and well integrated, 

recomey specialized training program with industry (regular and 

> dy reserve). Review training programs of the services and 

come recommend measures to provide for maximum cross-servicing 
te, in the training of units and individuals within available 

nee (Feng facilities. 

ars desing 

edures o/ 

b hed N. General 

nae (Fasuy 1. Prepare reports as required by the Office of the Secretary 

rograns, of Defense. 


2. The Single Manager is authorized and expected to maintain 

close liaison with nongovernmental organizations, associa- 

tons of tions, and industry on matters affecting the responsibilities 
under this Directive, subject to the provisions of Department 





ae | of Defense Directive 5500.2, dated September 13, 195. 
rte. 
stem; LEMENTATION 
deral ~L——__— 
MOO, A. Implementation of the Single Manager Assignment for Subsistence 
will obviate the requirement for any military service to perform 
ind of the management functions assigned herein to the Single Manager, 
nance except when performing missions assigned by the Single Manager. 
8 and Thus, all existing organizations within the military services 
which perform such functions shall have their missions, status, 
and manning modified, redefined, and adjusted, as early as 
possible, so as to exclude the functions assumed by the 
Military Subsistence Supply Agency and to reflect their 
mont reduced mission status, 
* Mitte B. The operating agency shall be so organized that, as a minimm, 
T | it will perform directly within its organization, at one location, 
ice the responsibilities designated in paragraphs VI. B., VI. Ce, Vie 
sriteris G,, and VI, H, above, 
or a6 
C, Within ninety days, regulations, procedures, organizational 
arrangements, and adjustments among military services as to 
engaged i: 


bilitatio 
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personnel, personnel spaces and funds, required to implement 
the provisions of this Directive, will be developed and 
coordinated with the military services by the Single Manager 
and tranamitted to the Office of the Secretary of Defense 
for approval, The Assistant Secretary of Defense (Supply 
and Logistics) will coordinate the approval of such matters 
with other cognizant elements of the Office of the Secretary 
of Defense, 


D. Regulations and procedures implementing reference (c) will 
remain in effect until separately superseded or cancelled, 


VIII, ANNEX 
The following Annex is incorporated as part of this Directive; 
Annex A - Statement of the related responsibilities of the 
Single Manager and the military services in connection 
with this commodity assignment. 
IX, EFFECTIVE DATE 


Development of implementation measures will be commenced immediately, 


Inclosure - 1 


Annex A Deputy Secretary of Defense 
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ANNEX A 


May 3, 56 (Incl 1) 
5160.11 


RELATED RESPONSIBILITIES OF SINGLE 
MANAGER AND THE MILITARY SERVICES 
a 


Single Manager 
le Organization and Management 


ae Designate the Executive Direc- 
tor and establish the Military Subsis- 
tence Supply Agency under his control. 


be Provide administrative support 
to the Agencye Provide all civilian 
personnel and Army military personnel 
as required. Identify positions as 
military or civilian, based on criteria 
established by Office of the Secretary 
of Defensee 


6. Determine requirements for 
officer personnel from other services 
with Secretaries of other military 
departments. Integrate such officer 
personel into operational assimments 
in the Agency. Rotate key military 
staff positions among the services cn 
a periodic basis, as agreed with other 
military departmental secretaries. 


d. Organize the Administrative 
Comittee under the chairmanship of 
the Executive Director. 


@. Determine specific distribu- 
tion areas. Assign to military 
services, distribution areas to be 
supported, as agents of the Single 
Mager. Furnish necessary operating 
procedures to the military services 
responsible for distribution areas. 


26 Requirements 


Receives from the military depart- 
ments, on a cyolical basis, peacetime 
and mobilization requirements; directs 
sumissions of inventory status reports 





Military Services 


ae hot applicable. 


be Not applicable. (Initially 
there will be a readjustment of per- 
sonnel, personnel spaces and funds 


among the military services to provide 
the Single Manager with ceiling, etc.) 


Ce Furnish officer personnel, as 
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required, for the staffing of the Agency. 


d. Provide departmental repre- 
sentatives and such augmentation 
personnel as the Single Manager may 
request. 


@. Perform distribution func- 
tions in accordance with the pro- 
cedures prescribed by the Single 
Manager. Provide administrative 
support for designated area distri- 
bution depots. 


Provide the Single Manager with 
information regarding requirements 
data, quantities of stocks on hand 
at the retail level by distribution 
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Single Menager 
2. Requirements (Continued) 


for the retail level, by distribution area, 
including statement of stocks held for 
operating needs and for reserves; and, in 
accordance with the Assistant Secretary of 
Defense (Supply & Logistics) policies and 
procedures, computes net peacetime and 
mobilization requirements for the Agency 
and develops the total Department of 
Defense requirements program for the items 
under his single managership. Provide for 
the Mutual Defense Assistance Programs and 
civilian aid programs as necessary. 


3. Procurement 


Conduct or direct procurement pur- 
suant to the Armed Services Procurement Act, 
Armed Services Procurement Regulation and 
the Army Procurement Procedures, including 
contract administration, as a single service 
purchase assignment to the Single Manager 
for all centrally procured items. Desig- 
nate those items to be procured locally. 


be ik ction 


Direct the program of Inspection and 
Quality Control for Subsistence, utilizing 
established inspection services and 
facilities to the maximum degree; the pro- 
gram applies to procurement, storage, and 


maintenance of supplies. 
5. Mobilization Planning 


a. Coordinate and direct mobilization 

planning in assigned areas of supply 
ement responsibility. Recommend to 

the Office of the Secretary of Defense 
related mobilization policies and pro- 
cedures for inter-agency agreements and 
coordination with over-all Department of 
Defense mobilization plans. Arrange for 
or conduct industrial mobilization planning 
for all items for which advance planning 
is necessary to assure adequate wartime 
production to meet military needs. 
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Military Services 


depot area, as directed, on, 
cyclical basis. Also, report 
significant changes in these 
areas as they occur, Furnish 
necessary data, including bagi, 
assumptions and factors upon 
which the requirements vere 
premised, to the Single 

to enable him to oan -— 
comment on the validity there- 
of. Furnish the Mutual Defeng, 
Assistance Programs and 
civilian said programs re- 
quirements as authorized, 


Procure locally those itens 
designated by the Single 
Manager, financing such pur- 
chases by allotments from the 
retail stock funds, Conduct 
such central purchase as 
directed and funded by the 
Single Manager. 


Conduct inspection and mip- 
tain control of quality when re- 
quested, and as directed, by 
the Single Manager, 


a. Provide mobilization 


planning data as required by th , 


Single Manager for this pur- 
pose, 


a. 
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s, Mobbbigation Planning vont a. 


b. Under the policies and procedures 
of the Production Allocation Progran, 
serve a8 Claimant Procurement Planning 
orficer (CPFO) providing desired mobi- 
lisation production requirements to 
ispp0's for negotiation with industry 
and ing final schedules after nego- 
tiation. Serve as ASPPO for such plants 
for which planning responsibility has 
been or may be assigned by the Assistant 
secretary of Defense (Supply & Logistics). 


c. Develop procedures for locating 
jal sources of supply for other 
items for which Production Allocation 
Program procedures are not applicable 
ami conduct such planning thereunder as 
my be appropriate. 


d, Negotiate industry preparedness 
peasures contracts with potential pro- 
ducers, research organizations, educa- 
tional institutions, etc., as may be 


appropriate. 


e. Determine needs for reserve pro- 
duction facilities, production equipment, 
stockpiles of critical materials, etc., 
ani recommend appropriate action for 
acquisition and maintenance thereof. 


6, Storage 


Determine requirements for storage 
space and related activities. Request 
necessary space and related activities 
from the owning service. Establish and 
mintain records of space utilization. 
Assign specific storage missions, when 
storage space can be made available, to 
installations other than area distribu- 
tion depots, whenever necessary to store 
Single Manager reserve stocks, 
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Military Services 


b. Serve as Armed Services 
Procurement Planning Officers 
(ASPPO's), for those plants for 
which planning responsibility 
may be assigned by the Assistant 
Secretary of Defense (Supply & 
Logistics), negotiating Tentative 
Mobilization Production Schedules 
with industrial management, and 
securing final approval by the 
Single Manager and industrial 
management, 


c. Assist the Single Manager 
through field procurement offices 
or the Armed Services Procurement 
Officers organization in conducting 
such planning, other than the 
Production Allocation Program, as 
may be appropriate. 


d. Provide assistance through 
field procurement offices, 


e. Provide required information, 
assistance, and appropriate action 
through the Technical Services, 
Bureaus, Commands or field 
installations. 


Conduct storage and related 
functions at designated area dis- 
tribution depots, providing 
effective logistical support to 
consuming agencies, irrespective 
of service, in accordance with the 
policies and procedures of the 
Single Manager. Maintain records, 
and submit space and operating 
reports as prescribed by the 
Single Manager. Perform additional 
storage functions, at storage points 
other than area distribution depots, 
for the Single Manager, when space 
can be made available. 
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Single Manager 


a. Establish and maintain central 
control over inventories owned by the 
Single Manager Subsistence Stock Fund 
Division, and prescribe stockage objec- 
tives for such inventories, at the area 
distribution denots, which are necessary 
to meet area distribution requirements. 
Establish prices and pricing procedures 
in accordance with DOD Directive 7420.1. 


b. Prescribe an inventory reporting 
system to provide current, accurate in- 
formation regarding the stock status of 
inventories. 


c. Prescribe requisitioning pro- 
cedures to be utilized by the military 
services in requisitioning against dis- 
tribution depots, and direct phased sub- 
mission of requisitions to appropriate 
area distribution depots or market 
centers. 


dad. Direct distribution and redis- 
tribution of Single Manager owned stocks, 
down to and including shipments from 
distribution depots to retail level. 
Control redistribution of retail stocks 
between distribution areas. 


e. Direct, when necessary for ro- 
tation purposes, the utilization and 
consumption, by all military services, 
of common stocks, regardless of where 
held. 


f. Direct, when appropriate and 
necessary, such as to balance stocks or 
to meet mission deadlines, the utiliza- 
tion of suitable substitutes. 


g- Coordinate program among the 
military services and with civilian 
agencies of the Government for posi- 
tioning of mobilization reserve stocks 
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Military Services 


a. Maintain control over 
retail stocks. 


b. Provide inventory reports 


for Single Manager stocks as 
prescribed. 


c. Requisition subsistence 
as prescribed by Single 
Manager. 


ad. Redistribution of retai] 
stocks will be controlled by the 
owning military services, ex- 
cept that such redistribution 
shall not be effected between 
distribution areas unless 
authorized by the Single 
Manager. 


e. Participate as necessary 
to provide rotation and full 
utilization of stocks, 


f. Participate as necessary 
to provide full utilization of 
stocks, 


g. Participate as necessary 
to obtain the objectives of this 
program. 
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7, [ventory Contro) (Cont'd) 


to obtain maximum availability and 
sinimm loss in the event of enemy 
attack, in accordance with Department 


of Defense policies - 


h. Prescribe such reports as may be 
necessary to carry out the responsibilities 
of this assignment. 


4, Screen all excesses of sub- 
sistence, including returned material, 
either owned by the Single Manager or 

by the military services, and 
determine the utilization of such ex- 
cesses, Report to the General Services 
jiuinistration those items in excess to 
Department of Defense requirements. 


8, Stock Fund 


Establish and administer the Single 
Manager Subsistence Division of the Army 
Stock Fund for the management of Single 
Manager controlled stocks. 


9. Research and Development 


Recommend to a military service or 
services Research and Development into 
improved materials, items, and methods 
within his commodity jurisdiction. He 
will be kept informed on research and 
development in his commodity area. Recom- 
mend to the Assistant Secretary of 
Defense (Research & Development) any 
changes in the program he considers 
desirable. 
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Military Services 


h. Submit reports as required 
by the Single Manager. 


i. Screen all excesses of sub- 
sistence owned and held at retail 
level and determine those items 
to be redistributed among the re- 
quisitioning activities of the 
military service concerned; such 
redistribution will be confined 
to the same distribution area un- 
less approved by the Single 
Manager, Items not required 
within the service will be reported 
to the Single Manager as excess. 


Maintain a retail stock fund 
division or category which will 
reimburse the Single Manager 
Subsistence Division of the Army 
Stock Fund for withdrawals from 
Single Manager owned stocks, and 
to finance inventories acquired 
through local purchase. Military 
services will prepare and support 
their own budgets in the normal 
manner and administer their re- 
spective retail stock funds, 


Initiate requirements for re- 
search and development, and per- 
form research and development. 
The services may initiate and 
perform research and development 
in areas of peculiar interest to 
their requirements in accordance 
with established coordinating 
procedures. 
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Single Manager 
10. Cataloging and Standardization 


a. Responsible for coordinating the 
cataloging operations of the military 
services for subsistence in accordance 
with prescribed Department of Defense 
policies, procedures, and operations 
established for the Federal Catalog 
System; operate as a single submitting 
activity in the Federal Catalog System for 
Department of Defense subsistence. 


b. Develop and direct a program of 
standardization and of standards and 
specifications within the over-all 
Department of Defense policies and 
guidance. 


li. Maintenance and Manufacture 


Coordinate the operation of all mili- 
tary activities engaged in maintenance, 
manufacture, assembly, or approved re- 
habilitation of materiel owned by or 
entering the wholesale distribution 
system. 


12. Personne) end Training 


a. Provide a civilian personnel 
program and training standards for all 
personnel assigned under direction of 
the Single Manager. 
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Military Services 


a. Perform those functions ¢ 
the Federal Catalog System for 
subsistence as prescribed by the 
Single Manager; utilize Federal] 
catalog dataas the prime 
identification date in all 
and logistics operations, con. 
sistent with Department of 
Defense policies, 


b. Accomplish such standanis 
and specifications work as is 
assigned by the Single Manager, 
Inform the Single Manager of 
use needs, and recommend or 
concur in adoption, and 
standardization or rejection 
of material. Determinations o 
items peculiar to a single 
military service will remain 
with that service, but will be 
subject to review and action 
by the Single Manager in con- 
sonance with his responsibili- 
ties for standardization under 
the over-all Department of 
Defense policies in this field, 


Perform as requested by the 
Single Manager the maintenance, 
manufacture, assembly or ap- 
proved rehabilitation of m- 
teriel owned by or entering the 
wholesale distribution syste, 


a. The existing civilian 
personnel and training offices 
of the military services will 
be utilized in carrying out the 
civilian personnel and trainin 
program. 
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v2, Pereommel end Training (Cont'd) 


b., Coordinate specialized military 


training programs with respect to 
nae Recommend measures for 


interdepartmental training. 


13. Generel 


epare or prescribe such reports 
as 2 to perform Single Manager 
responsibilities or as required by the 
office of the Secretary of Defense. 


41742 O—59-_ 90 
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Military Services 


b. Participate in specialized 
training programs. 


Provide such information to 
Single Manager as may be required. 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 


NuMBER ATE TRIS OW 


5160.11 - Chl September 25, 1958 5100 


ATTACHMENTS 


None 


INSTRUCTIONS FOR RECIPIENTS 
The following pen changes to Department of Defense Directive 5160. 1, "Single 


Manager Assignment for Subsistence", dated May 3, 1956, have been duly authorized 


PEN CHANGES 
Page l, References - 

Insert "(e) DoD Instruction 4155, 5, "Origin Procurement of Subsistence" 
Page 7, Section VI, - 

Add the following sentence at the end of Subsection D, : 


"Origin procurement inspection of subsistence shall be accomplished in 
accordance with Reference (e)."' 


MAURICE W, ROCHE 
Administrative Secretary 





WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED. 


sD te 106-1 PREVIOUS EDITIONS ARE OBSOLETE 





Delet 
"4, 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 


March 17, 1959 5100 





5160.11 - Ch 2 


None 


INSTRUCTIONS FOR RECIPIENTS 
The following pen changes to DoD Directive 5160.11, "Single Manager Assignment for 


Subsistence’, May 3, 1956, have been duly authorized, pursuant to provisions of 
Secretary of Defense memorandum, "Committees", dated August 13, 1958 


)/PEN CHANGES 


\|Pages 2 and 3, Section IV, - Definitions - 
Delete subsection D. - Administrative Committee 
Re-letter subsections E. through L. as D. through K., respectively. 


Page 5, Section VI, A. - Organization and Management - 
Delete paragraph 4. Insert new paragraph 4 to read as follows: 
"4, Provide for direct coordination on matters connected with the operation 
of the Agency, as prescribed by reference (b)". 


ANNEX A, Page 1 - Delete subparagraphs 1. d. under both the Single Manager and 
Military Services columns. 
‘| Insert new subparagraph l. d. under Single Manager column: 
"d, Establish direct coordination with the military departments on matters 
connected with the operation of the Agency." 
Insert new subparagraph l. d. under Military Services column: 
"d, Designate departmental representatives for direct coordination and liaison 
on matters connected with the operation of the Single Manager Agency," 


* a * * 


In addition to the above, delete the dates of References (a) and (d) and insert 


"January 5, 1957"" and ''December 19, 1956'', 
Voraercn Do: Fee h 


MAURICE W. ROCHE 
Administrative Secretary 


} 


WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED 


S ess 1OG_1 PREV EDITIONS ARE 
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May lL, 19% 
NUMBER 5160) 


a 
nn 





Department of Defense Directiy 


SUBJECT Single Manager Assignment for Clothing-Textijy 


References: (a) Directive 4000.8, Basio Regulations for thy 


IIe 


Military Supply System, November 17, 1952 
(b) Directive 5160.12, Policies for Implomentati, 
of Single Manager Assignments, January 31, le 
(c) Directive 7420.1, Regulations Governing Stoq - 
Fund Operations, February 1, 1954 


AUTHORITY AND PURPOSE 


Ae Pursuant to the authority vested in the Secretary of 
Defense by the National Seourity Act of 1947, as | 
amended, a Single Manager Commodity Assignment is 
hereby directed within the Department of Defense, yi) 
authority, functions, responsibilities, and relatio, 
ships as set forth below, recognizing that the primp 
mission ia to effectively support the military effort 
of the country. 


Be The purposes and objectives of this assignment are: 


le To provide the most effeotive and economical 


means of supplying clothing and textile materis) 


to the Armed Serviors. 


2e To eliminate duplication and overlapping of 
effort between and among military services, 


3. To apply the basic pattern for all organisation 
performing a Single Manager support mission, as 
prescribed in reference (b) above, to the missia 
of supplying clothing and textile materiel to ty 
Armed Services. 


SCOPE 


The Single Manager Plan will be employed, as appropriate, 
for the management of clothing and textile materiel 
within the Continental United States, and may be exteniel 
to include operations outside the Continental United 
States, as directed by the Secretary of Defense. 


m ! 
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il, DEFINITIONS 


A. Single Man er - The Secretary of a military departaent 
Set —Tesimmated by the Secretary of Defense to be re- 


1956 
5160.15! sponsible for the organization and operation of the 
en 


Single Manager assignment for clothing and textile 
———) materiel. 


B. Executive Director for Clot and Textile Materiel - 
es e e er to manage 


irectiy, the Single Manager operating agency for clothing and 
textile materiel. 





g-Textile ¢. Single er Operath ency - An organization which, 

r the direction o e Executive Director for 
» for the Clothing and Textile Materiel, shall direct and control 
’, 1962 all assigned functions of supply management of clothing 
>lementatiy, and textile materiel for all military services. It shall 
mary 51, li be titled the Military Clothing and Textile Supply Agency. 
ing Stor. 

D. Administrative Committes - A group designated to assist 

ecutive Director identifying and overo 
probleus concerning the operation of this assignment. 
retary of The committee shall be neither a policy board nor an ex- 
‘7,08 =| ecutive directorate, but rather a group of specialists 
nent is meeting to recommend solutions to particular problems 
ofense, vii’ and to promote the effectiveness and economy with which 
1 relation the agency meets the needs of the military services. 
the primy Its membership shall be as follows: 
tary effort 
l. Executive Director, Chairman. 
ment are: 
2. A representative each from the Amy, Navy, Marine 
omical Corps, and the Air Force. 
6 materie) 
j 3. The Assistant Secretaries of Defense, Comptroller, 
and Supply and Logistics, or their representatives. 
ng of 
ices. he Such technical or professional personnel augmen- 
tations from the military services as the Single 
ani sation Manager determines to be necessary and as clothing 
ona ti and textile supply problems under consideration 
riel to th dictate. 

B. Administrative Support - The provision of personnel, space, 
equipment, Fectlittes and supplies, including the related 
budgeting, funding, fiscal control, training, manpower con- 

ppropriate, trol and utilization, personnel administration, security 
eriel \ administration, mobilization planning, and other adminis- 
be extents trative provisions and services, necessary to carry out 


United assigned missions. 
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Clot ana Textile Materiel - All items falling . 
= Supply Groups 53 and 84, class 7210 ang ry 
mattresses from class 7105, and all other itens o; al 


lated materiel authorised by the Office of the Sasi 
of Defense. (Annex B) 


Management of Clot and Textile Materia). 
exercise ection and contro w 
textile materiel supply operations, including the th: 
tions of cataloging, standardization, net requirenen,, 
determination, procurement, production, inspection, 
storage, distribution: disposal, transportation, maine 
nance, and mobilization planning. 


S 6 er Stocks - Clothing and textile materi, 
ee by and maintained in the wholesale distribity 
system, under the control and owmership of the Sing,’ 
Manager, down to but excluding retail stocks, This, 


cludes operating stocks and economic, contingency, » 
mobilization reserves. 


Single Manager Cloth and Textile Materiel Stock hy) 
Division - An administrative division of the Amy iy 
Fund established pursuant to Regulations Governing ” 
Operations of Stock Funds (DOD Directive 720.1), 
finance Single Manager clothing and textile materis 
stocks. 


Retail cLotning and Textile Stock Fund Divisions or 

ategories - The division or category established wi 
each of the military departmental stock funds to fins 
retail clothing and textile materiel stocks. [ 


Wholesale Distribution - An area depot distributim 

system designed to distribute and issue clothing wi 

textile materiel in bulk quantities to the post, cm, 
station, or base level of all services. This distri- 
bution system shall employ the fecilities best suits 
to the requirements of the area s«rved, regardless i 
military service ownership. 


Retail Stocks - Clothing and textile materiel not in| 
cluded in Single Manager stocks which is necessary 4 
be held and controlled by the individual military 
services for issue or resale to final consumers in pt 
formance of assigned missions, and which is not uni 
the direct management of the Single Manager. 
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DELEGATION OF AUTHORITIES AND RESPONSIBILITIES 


Ae 


C. 


D. 





The Secretary of the Department of the Army is hereby 
designated as the Single Manager for clothing and 

textile materiel, subject to over-all guidance, policies, 
and programs of the Office of the Secretary of Defense, 
with the responsibilities and authorities assigned under 
this Directive. Additions or deletions of specific items 
fram the cognizance of the Single Manager will be author- 
ized only by the Office of the Secretary of Defense. 
Requests for change may be initiated by a military 
service and shall be forwarded through the Single Manager 
for his recommendation to the Secretary of Defense. 


As Single Manager for clothing and textile materiel, the 
primary responsibility of the Secretary of the Army shall 
be to effectively meet the supply support requirements of 
the military services in terms of centrally managed 
clothing and textile items. He shall also be responsible 
for fulfilling other support responsibilities placed upon 
the Department of Defense for such items. He shall be 
responsible for utilization of all applicable portions of 
reference (b), except where such portions are specifically 
modified or amplified herein. 


The Secretary of each military department shall be re- 
sponsible for the administrative support of all instal- 
lations and activities under his jurisdiction, including 
administrative support required to perform those functions 
assigned by the Single Manager. Military departments 
will furnish to the Single Manager complete data regard- 
ing administrative support costs incurred on the basis of 
missions assigned by the Single Manager. Such data shall 
be campiled on a comparable basis and as soon as practi- 
cable derived fram a uniforms expense classification and 
related to budget and apportionment requests. 


The Secretary of each military department shall be re- 
sponsible for requirements determination, for supply of 
clothing and textile materiel to using elements at retail 
level, and for control of reserve stocks at levels below 
the wholesale distribution level. Departmental planned 
requirements will be submitted to the Military Clothing 
and Textile Supply Agency on a cyclical basis, in accord- 
ance with policies and procedures established by the 
Assistant Secretary of Defense (Supply and Logistics). 


The Secretary of each military department shall be re- 
sponsible for full cooperation with the Single Manager 
carrying out the provisions of the applicable portions 
reference (b) and the provisions of this Directive. 


RE 
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6. 


A. Organization and Management 


le 


26 


3e 


Se 


Designate an Executive Director for Clothing ang |b Re 
Textile Materiel, subject to approval by the 

Secretary of Defense. The Executive Director shal! le 
have no other duties but to direct the operation 

of the Military Clothing and Textile Supply 

The Executive Director shall be responsible to ty 
Secretary of the Army through channels prescriby 

by that Secretary. | 


Establish and organize the Military Clothing ay 

Textile Supply Agency in accordance with refereny 

(b) above, except as otherwise specifically modi. 

fied herein. ’ 
e 

The Agency shall be staffed by civilian personne] | 

employed by the Department of the Army and by aili. 

tary personnel from all military services, as 

appropriate, not necessarily with equal represen. 

tation. Positions within the Agency staff will by 

identified as military or civilian, based on 

criteria established by the Secretary of Defense, 

Key military staff positions subordinate to th 3, 

Executive Director shall be subject to rotation » 

a periodic basis among the military services, as 

agreed to by the Single Manager and the Secretariy 

of the other two military departments, with due 

consideration being given to the qualifications of 

the individuals concerned and the career progran 

needs of each military service. The Department of 

the Army will be responsible for providing the ai- hy 

ministrative support for the Agency. Initially, 

however, personnel, personnel spaces, funds, facili 

ties and equipment will be adjusted among the nili- 

tary services for responsibilities assigned to th C. P 

Agency in order to meet the support requirements of 

the Single Manager created by this Directive. Su 1 

personnel adjustments will be accomplished in ac- 

cordance with the provisions of DOD Instruction 

140h., dated April 19, 1955. 


Organize the Administrative Committee in accordance 
with paragraph III. D. above. 


Assign the distribution mission for clothing and 
textile materiel for each distribution area to 
specific area distribution depots, from which all 
military installations in the area will requisitio 
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GER 6, Direct the operations of the Department of Defenre 
Duck and Webbing Pool. 

ae shal 1, Receive fran the military services on a cyclical 

rations pasis statements af peacetime and mobilisation re- 

r Agenay quirements, computed and submitted in accordance 

» tO thy | with policies and procedures establishod by the 

scribed | Assistant Secretary of Defense (Supply and logistics), 


together with necessary data including basic as- 
sumptions, and factors upon which the requirements 


Ag and were premised, to enable review and comment on the 
a validity of the requirements. 
nm + 


2, Direct the submissions on a periodic basis, of in- 


rsonnel | ventory status reports at the retail level, by 


by mili. distribution area, of the total stocks on hand and 

as the quantities of those stocks held for operating 

oresen- needs, and those stocks held for reserves. This re- 

will be fers to those stocks owned and positioned by the 

on military services. 

efense, 

>the © 4% In accordance with policies and procedures established 

ation by the Assistant Secretary of Defense (Supply and 

OS, as Logistics), develop the total Department of Defense 

cretarin | requirements program and compute net peacetime and 

h due mobilisation requirements for the Agency, for purposes 

a of procurement, distribution and disposal. 

pets ( he Receive from the military services the requirements 

‘ally, | for Mutual Defense Assistance Programs and civilian 

s, facili: aid programs. 

the mili- 

d to th ¢ Procurement 

ements of 

ve. Such l, Conduct or direct procurement, pursuant to the pro- 

in ac- visions of the Armed Services Procurement Act, Armed 

ction Services Procurement Regulations (ASPR), and Aray 
Procurement Procedure (APP), including contract ad- 

iii ministration, as a single service purchase assignment 

i to the Single Manager for all centrally procured 
items. Designate those items to be procured locally. 

ng end The designation or redesignation of items from local 

a to procurement to central procurement or vice versa will 

ich all be coordinated with the military services with suf- 

quisition ficient time allowed for an orderly adjustment of 


the affected programs. Stock Fund Items authorized 
to be procured locally shall be financed by allotments 
of the retail stock funds. 
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Cotain and furnish to the military services Pre 
curement and production data for use in requir, 
ments and supply studies. 


The Single Manager shall be responsible for 0c, 
ing and control of goverment-furnished materia) 
the hands of contractors and govermment manufact,, 
ing plants in connection with procurement of ey 

items. 


Procure materiel for the Mutual Defense Assistan; 
Program and civilian aid programs to fulfil) nm, 
quirements submitted by the departments which ay 
not available from stocks owned by the Single 
Manager. 


Administer the priorities and allocation authority | 
in the purchase of clothing and textile materia) 
delegated by the Assistant Secretary of Defense 
(Supply and Logistics), in accordance with the 
Department of Defense Priorities and Allocations 
manual, pursuant to Department of Defense Instruty 
4h10.1, and plan for administration in accordan: | 
with Department of Defense Emergency Priorities 
Allocations Manual (410.2). 


Inspection 


Direct the program of inspection and quality contra 
for clothing and textile materiel, utilizing establin 
inspection services and facilities to the maximm day 
this program shall apply to the procurement, storage u, 
maintenance of supplies. 


Mobilization Planning 


le 


26 


Coordinate and direct mobilization planning in 
assigned areas of supply management responsibility) 
Recommend related mobilization policies and pro- 
cedures to responsible Assistant Secretaries of 
Defense for inter-agency agreements and coordinatii 
with over-all Department of Defense mobilization 
plans. 


Arrange for or conduct industrial mobilization 
planaing for all items under the Single Manager {0 
which advance planning is necessary to assure st 
quate wartime production to meet military needs. 
Such actions may include, but are not limited wi 


a, 


~~ 





8 pre. 
quire. | 
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a. Developing with industry, under the policies 
and procedures of the Production Allocation 
Program, mobilization production schedules for 
all items on the Department of Defense Prefer- 
ential Planning List and the several approved 
Departmental Planning Lists. 


b. Developing procedures for locating potential 
sources of supply for other items and conducting 
such planning as may be appropriate. 


c. Negotiating industry preparedness measures con- 
tracts as appropriate. 


d. Determining needs for reserve production facili- 
ties, production equipment, stockpiles of 
critical materials, etc., and recommending ap- 
propriate action for acquisition and maintenance 


thereof. 
F, Storage 
1. Determine requirements for storage space and related 
activities. Request necessary space and related 
activities from owning services. Establish and 
maintain records of space utilization. 
2. Assign specific storage missions, when storage space 


can be made available, to installations other than 
area distribution depots, regardless of military 
service ownership, when necessary to store clothing 
and textile materiel. 


a. Inventory Control 


l. 


2. 


3. 


Establish and maintain central control over clothing 
and textile materiel inventories owned by the 

Single Manager, and prescribe quantitative stockage 
objectives for such inventories, at the area distri- 
bution depots, which are necessary to meet the area 
distribution requirements. 


Prescribe an inventory reporting system which will 
provide current, accurate, repetitive, and cyclic 
stock status information to the Agency for all 
clothing and textile materiel owned by the Single 
Manager. 


Prescribe requisitioning procedures to be utilised 
by the military services in requisitioning against 
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Single Manager stocks and direct the phaseq mu 
mission of requisitions to the appropriate 
depots. 


Establish prices and pricing procedures in a. 
cordance with policy as established in refere,, 
(c). 


Direct distribution and redistribution, dow 4, 


and including shipments fran distribution depos) 


of stocks owned by the Single Manager. 


Direct, when necessary for rotation Purposes, th 
reallocation of assets and the utilization ay 
consumption, by all military services, of com, 
stocks. 


Institute such measures as forced issue when 
necessary for utilization of suitable substity, 
as agreed upon between the Single Manager and t; 
military services concerned. 


Coordinate program for the positioning of mobi. ) 
lization reserve stocks to obtain maximum avail; 
bility and minimum loss in the event of enay 
attack, in accordance with Department of Defem 
policies. 


Prescribe reports to be furnished to the Mility 
Clothing and Textile Supply Agency by area dist 
bution depots, or other activities performing: | 
mission assigned by the Single Manager, as may) 
necessary to carry out the responsibilities of 

this assignment. 


Screen all excesses of clothing and textile 
materiel, including returned used materiel eit 
owned by the Single Manager or reported by the 
military services and determine the utilisatia 
or disposition of such excesses. 


Report to General Services Administration, in & 
cordance with Department of Defense policies, 
those items in excess to Department of Defense 
requirements. 


Prepare inventory and supply reports, as requn 


by the military services, for the development ¢ 


requirement and supply studies. 
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Stock Fund 


Establish and administer the S 8 er Clot 
and Textile Materiel Stock Fun sion, ac- 
cordance with reference (c) and the charter author 


ising the establishment thereof, 


Research and Development 


The Single Manager will be kept informed of all re- 
search and development pertaining to his commodity 
area. He may recommend to the military services re- 
search and development into improved materiels, items 
and methods within his commodity jurisdiction, and will 
recommend to the Assistant Secretary of Defense 
(Research and Development) any changes in the program 
he considers desirable. The military services, under 
the policies and procedures of the Secretary of 
Defense, are responsible for research and development 
programs; the Assistant Secretary of Defense (Research 
and Development) is responsible for reviewing these 
programs. 


Cataloging and Standardization 


1. Responsible for coordinating the cataloging oper- 
ations of the military services for clothing and 
textile materiel in accordance with prescribed 
Department of Defense policies, procedures, and 
operations established for the Federal Catalog 
System; operate as a single submitting activity 
in the Federal Catalog System for Department of 
Defense clothing and textile materiel. 


2. Develop and direct a program of standardization 
and of standards and specification preparation 
and maintenance within the over-all Department of 
Defense policies and guidance. 


Transportation 


Arrange for required transportation or traffic manage- 
ment services from the respective Single Managers 
assigned responsibilities for traffic management 
(Single Managers for Military Traffic Management, 
Military Sea Transportation Service and Military Air 
Transport Service) in accordance with criteria and 
procedures established by those Single Managers, or 


&s may otherwise be authorized by the Secretary of 
Defense. 
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Maintenance and Manufacture 


Coordinate the operation of all military activities 
engaged in maintenance, manufacture, assembly, or 
approved rehabilitation of clothing and textile 


materiel owned by or entering the wholesale distri. 
bution systen. 


Personnel and Training 


1. In planning the organization and staffing re. 
quired for the Agency, establish military and 
civilian career development patterns which shal) 
be coordinated with and supplement programs of 
the military services. Personnel training re. 
quirements peculiar to a particular military 


service will be considered in the development of . 


the program and incorporated therein by the 
Single Manager. 


2- Coordinate the execution of an adequate and well 
integrated, specialized training program with 
industry (reguler and reserve). Review trainix 


programs of the services and recamend measures | 


to provide for maximum cross-servicing in the 


training of units and individuals within availat | 


facilities. 


General 


l. Prepare reports as required by the Office of th 


Secretary of Defense. 


2- The Single Manager is authorized and expected to / 


maintain close liaison with non-Governmental 
organizations, associations and industry on 
matters affecting the responsibilities under thi 
Directive, subject to the provisions of Departnnt: 
Defense Directive 5500.2, dated 13 September 195i, 


VI. IMPLEMENTATION 


A. 


Implementation of the Single Manager assignment for 

clothing and textile materiel will obviate the requir 
ment for any military service to perform the manages 
functions assigned herein to the Single Manager, exce 


VII. 


VIII. 


when performing missions assigned by the Single Mange Inclo: 


Thus, all existing organizations within the militay | 
services, which perform such functions, shall have | 


Anne 
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their missions, status, and manning modified, redefined, 
and adjusted, as early as possible, so as to exclude 


Vities | the functions assumed by the Military Clothing and 

r, or Textile Supply Agenoy and to reflect their reduced mission 
le (patus. 

listri. 


B, The operating agency shall be so organized that, as a 
minimum, it will perform directly within its organisation, 
at one location, the responsibilities designated in Para- 
graph VeBe; VCe, VeG. and V.eH. above. 


Te- 
‘a C. Within ninety days, regulations, procedures, organisation- 
sh shall al arrangements, and adjustments among military services 
ams of as to pe:'sonnel, personnel spaces and funds, required to 
ng re- implement the provisions of this Directive, will be de- 
tary veloped and coordinated with the military services by the 
pment of Single Manager and copies transmitted to the Assistant 
the Secretary of Defense (Supply and Logistics) for approval. 
; The Assistant Secretary of Defense (Supply and Logistics) 
will coordinate the approval of such matters with other 
and vel! cognisant elements of the Office of the Secretary of 
with Defense. 
trainin 
eagures | "ile ANNEXES 
n the The following annexes are incorporated as part of this 
, avad lath Directive: 
ANNEX "A" - Statement of the related responsibilities of 
the Single Manager and the military services 
“a in connection with this commodity assignment. 
e of the 
ANNEX "B" - Listing of items, within the Federal Supply 
Groups and Classes, assigned to the Single 
ected to / Manager for Clothing and Textile Materiel 
ntal (to follow). 
’ on 
inder this III, EFFECTIVE DATE 
Depa rtnent ¢ 
ymber 1954, Development of implementation measures will be commenced 
inmediately. 
en fee ( Rah eho 
yhe require 
x a Deputy Secretary of Defense / 
’ " 


igle Manajt) Inclosure - 1 
military | Annex A 
lL) have 
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ANNEX A 


May uy 56 (Ine) 3 
- 5160 ol5 


RELATED RESPONSIBILITIES OF SINGLE 
MANAGER AND THE MILITARY SERVICES 


Single Manager 
1. Organization and Management 


a. Designate the Executive Direc- 
tor and establish the Military Clothing 
and Textile Supply Agency under his 


. 
control. 


b. Provide administrative support 
to the agency. Provide all civilian 
personnel and Army military personnel as 
required. Identify positions as military 
or civilian, based on criteria estab- 
lished by the Office of the Secretary of 
Defense. 


c. Determine requirements for offi- 
cer personnel from other services with 
Secretaries of the other military depart- 
ments. Integrate such officer personnel 
into operational assignments in the 
Agency. Rotate key military staff posi- 
tions among the military services on a 
periodic basis, as agreed with the other 
military departmental Secretaries. 

d. Organize the Administrative Com- 
mittee under the chairmanship of the 
Executive Director. 


e. Determine specific distribution 
areas. Assign to military services dis- 
tribution areas to be supported as agents 
of the Single Manager. Furnish necessary 
operating procedures to the military serv- 
ice responsible for a distribution area. 


f. Administer and manage the Depart- 
ment of Defense Duck and Webbing Pool 





which will include but not limited to 
control over and reinvestment of poo 
funds 


2 Requirements 


Receives fr the military services 
On a cyclical basis, peacetime and 
mobilization we ements; directs sub- 
missions of ventory status report 


Mili tary Services 
= 


a. Not applicable. 


b. Not applicable. (Initially the 
will be a readjustment of personnel, 
sonnel spaces and funds among the ind Lita 
services to provide the Single Manager 
with ceiling, etc.) 


c. Furnish officer personnel, a , 
required, for the staffing of the Ageny, 


d. Provide departmental representa. 
tives and such augmentation personnel y 
the Single Manager may request. 


e. Perform 


a bution functions i 
accordance with t 


etr4 
~ procetares prescribed 


4 
+ 
h 






by the Single Manager Provide admin 
istrative support for designated area 
istribution depots. 


f. Provide such information to th 
Single Manager as may be required for th 
operation of th | re of Defense 
Duck and Webbing Pool. 





nation regarding requirements data, qua- 
tities of stocks on hand at the retail 
level, by distribution depot area, as 


ana, 


civilie 
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Single Manager 


1 level, by distribution 
1 ae statement of stocks 
or operating needs and for 
and, in accordance with 
secretary of Defense (Supply 
) policies a oe 

acetime and m zation 

ne for the Agency and devel- 
rhe total Department of Defense 
viuirenents program for the items under 
a single managership. Provide for 
yytual Defense Assistance Program and 
civilian aid programs as necessary. 


for 
area, 

peld f 
reserves; 
Assistant 
and Logistics 


j, Procunement 


Conduct or direct procurement pur- 
guant to the Armed Services Procurement 
act, Armed Services Procurement Regula- 
tion and Army Procurement Procedures, 
including contract administration, as a 
single service purchase assignment to 
the Single Manager for all centrally 
srocured items. Designate those items 
to be procured locally. 


4, Inspection 


Direct the program or inspection 
and Quality Control for clothing and 
textile materiel, utilizing established 
inspection services and facilities to 
the maximum degree; this program shall 
apply to the procurement, storage, and 
maintenance of supplies. 


5. Mobilization Planning 


a. Coordinate and direct mobiliza- 
tion planning in assigned area of 
supply management responsibility. Recom- 
mend to the Office of the Secretary of 
Defense related mobilization policies 
and procedures for interagency agree- 
gents and coordination with over-all 
Department of Defense mobilization 
plans. Arrange for or conduct mobiliza- 
tion planning for all items for which 
edvance planning is necessary to assure 
adequate wartime production to meet 
ailitary needs. 


b. Under the policies and pro- 
cedures of the Production 


Allocation 


41742 O—5 


= 
to 
_ 


SUPPLY MANAGEMENT 


Military Services 


directed, on a cyclical basis. Also, 
report significant changes in these areas 
as they occur, Furnish necessary date, 
including basic assumptions and factors 
upon which the requirements were promised, 
to the Single Manager to enable him to 
review and comment on the validity thereof. 
Furnish Mutual Defense Assistance Program 
and civilian eid program requirements as 
authorized. 


Procure locally those items desig- 
nated by the Single Manager, financing 
such purchase by allotments from the 
retail stock funds. Conduct such central 
purchase as directed and funded by the 

ingle Manager. 


Conduct inspection and maintain 
control of quality when requested and 
as directed by the Single Manager. 


&. Provide mobilization planning 
Gata as required by the Single Manager 
for this purpose. 


b. Serve as Armed Services Procure- 
ment Planning Officers (ASPPO's) for 
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Single Manager 


Program, serve as Claimant Procure- 
ment Planning Officer (CPPO) providing 
desired mobilization production 
requirements to Armed Services Pro- 
curement Planning Officers for negotia- 
tion with industry and approving final 
schedules after negotiation. Serve as 
Armed Services Procurement Planning 
Officer for such plants for which 
planning responsibility has been or 
may be assigned by the Assistant Secre- 
tary of Defense (Supply and Logistics). 


c. Develop procedures for locating 
potential sources of supply for other 
items for which Production Allocation 
Program procedures are not applicable 
and conduct such planning thereunder 
as may be appropriate. 


&. Negotiate industry preparedness 
measures contracts with potential pro- 
ducers, research organizations, educa- 
tional institutions, etc., as may be 
appropriate. 


e. Determine needs for reserve 
production facilities, production 
equipment, stockpiles of critical 
materials, etc., and recommend appro- 
priate action for acquisition and 
maintenance thereof. 


6. Storage 


Determine requirements for storage 
space and related activities. Request 
necessary space and related activities 
from the owning service. Establish and 
maintain records of space utilization. 
Aseign specific storage missions, when 
storage space can be made available, to 
installations other than area distribu- 
tion depots, whenever necessary to 
store Single Manager reserve stocks. 


Military Services 


those plants for which planning res 

bility may be assigned by the anise 
Secretary of Defense (Supply ani 1... | 
tics), negotiating Tentative Mobi. 
Production Schedules with industria , 
management, and securing fina) 8p pron, 
by the Single Manager and industria, 

management. 


| 


) 


c. Assist the Single Manager 
through field procurement offices or 
ASPPO organization in conducting mga 
planning, other than Production jl), 
cation Program, as may be approprisy, 

! 


a. Provide assistance through 
field procurement offices, 


e. Provide required Lafornatio, 
assistance, and appropriate action | 
through the Technical Bervices, Buny| 
Commands, or field installations, 


| 

Conduct storage and related funtis 
at designated area distribution dep, 
providing effective logistical supp 
to consuming agencies, irrespective ¢ 
service, in accordance with the polici/ 
and procedures of the Single Manager, 
Maintain records, and submit space ui / 
operating records as prescribed by th 
Single Manager. Perform additional 
storage functions, at storage points 
other than area distribution depots, fr 
the Single Manager, when space can h 
made available. 


1; 2 
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| 


[8 Single Manager 


’ 


anning ra 1, Inventory Control 
the 


Dly ood a. Establich and maintain 
Lve Mobilinn, ontrol over inventories 
industria centre) ¢ 


the Single Manager 
toad pti pa end Textile Materiel 
nduatrial stock Fund Division, and prescribe 
quantitative stockage objectives 
for such inventories at the area 
distribution depots, which are 
| necessary to meet the area distri- 
Manage tution requirements. Establish 
oftion ay prices and pricing procedures in 
ducting gj accordance with DOD Directive 
action Ally. 2001. 
Sppropriey, 
f b. Prescribe an inventory 
reporting system to provide current, 
| ris | accurate information regarding the 
| status of inventories. 
c. Prescribe requisitioning 
procedures to be utilized by the 
‘nfornstin, | nilitary services in requisitioning 
ve action | against area distribution depots, 
— bua! 44 direct the phased submission of 
re | requisitions to the appropriate 
area distribution depot. 
d. Direct distribution and 
| redistribution of Single Manager 
lated fuxtis med stocks, down to and includ- 
ution depot, ine shipments from distribution 
ical. cape depots to retail level. Control 
> the sans redistribution of retail stocks 
le Manage,  etween distribution areas. 
it space ai 
ribed by th e. Direct, when necessary 
additional for rotation purposes, the utili- 
age points § = sation and consumption, by all 
on depots, 2 nilitary services, of common 
pace can by 


stocks, regardless of where held 
or for whom procured. 


f. Direct when appropriate 
end necessary, such as to balance 
stocks or to meet mission dead- 
lines, the utilization of suitable 
substitutes. 
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a. Maintain camtrol over 
retail stocks. 


b. Provide inventory reports 
for Single Manager stocks as 
prescribed. 


Ce Requisition clothing and 
textile materiel as prescribed by 
the Single Manager. 


d. Redistribution of retail 
stocks will be controlled by tie 
owning military services, except 
that such redistribution shall not 
be effected between di ctribution 
areas except as authorized by the 
Single Manager. 


e. Participate as necessary 
to provide rotation and full 
utilization of stocks. 


f. Participate as necessary 
to provide full utilization of 
stocks. 
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Ss e Manager 


g- Coordinate program among 
the military services and with 
civilian agencies of the Sovern- 
ment for positioning of mobili- 
gation reserve stocks to obtain 
maximum availability and minimum 
loss in the event of enemy attack, 
in accordance with Department of 
Defense policies. 


h. Prescribe such reports as 
may be necessary to carry out the 
responsibilities of this assignment. 


i. Screen all excesses of 
clothing and textile materiel, in- 
cluding returned used material, 
either owned by the Single Manager 
or reported by the military services, 
and determine the utilization of 
such excesses. Report to General 
Services Administration those items 
excess to Department of Defense 
requirements. 


8. Stock Fund 


Establish and administer the 
Single Manager Clothing and Textile 
Materiel Division of the Army Stock 
Fund for the management of Single 
Manager controlled stocks. 


9. Research and Development 


Recommend to a military service 
or services Research aud Development 
into improved materials, items, and 
methods within his commodity juris- 
diction. He will be kept informed on 


Military Services 


g- Participate as Necessary 
to obtain the objectives of thi, 


prog ren. 


} 


he Submit reports as require 
by the Single Manager, } 


i. Screen all excesses omy 
and held at retail level and q 
those items to be redistributed 
among requisitioning activities ¢ } 
military service concerned. Such 
redistribution shall be confined t , 
the same distribution area unless 
otherwise approved by the Single 
Manager. Items not required with 
the service will be reported to ty 
Single Manager as excess. 


Maintain a retail stock fud | 
which will reimburse the Single 
Manager Clothing and Textile 
Materiel Division, of the Arny Stu 
Fund for withdrawals fran Single 
Manager owned stocks, and to finan 
inventories acquired through local 
purchase. Military services will 
prepare and support their om 
budgets in the normal mannerand | 
administer their respective retail 
stock funds. 


Initiate requirements for 
research and development, and per 
form research and development. Th 
services may initiate and perfom 
research and development in areas 


policie 
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Single er 


development in his 
ee. He will recommend 
to the Assistant Secretary of 
defense (Research and Development ) 
my changes in the program he con- 
siders desirable. 


10, Cataloging and Standardization 


a. Responsible for coordinating 
the cataloging operations of the mili- 
tary services for clothing and 
textile materiel in accordance with 
prescribed Department of Defense 

ies, procedures and operations 
gstablished for the Federal Catalog 
System; operate as a single sub- 
sitting activity in the Federal 
Catalog System for Department of 
Defense clothing and textile 
nateriel. 


b. Develop and direct a pro- 
gran of standardization and of 
standards and specifications within 
the over-all Department of Defense 
policies and guidance. 


ll. Maintenance and Manufacture 


Coordinate the operation of all 
nilitary activities engaged in 
maintenance, manufacture, assembly, 
or approved rehabilitation of materiel 
wned by or entering the wholesale 
distribution system. 
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Military Services 


of peculiar interest to their re- 
quirements in accordance with 
established coordinating procedures. 


a. Perform those functions of 
the Federal Catalog System for 
clothing and textile materiel as 
prescribed by the Single Manager; 
utilize Federal Catalog Data as the 
prime identification data in all 
supply and logistics operations, 
consistent with Department of 
Defense policies. 


b. Accomplish such standards 
and specifications work as is 
assigned by the Single Manager. In- 
form the Single Manager of use needs, 
and recommend or concur in adoption 
and standardization or rejection 
of materiel. Determinations on 
items peculiar to a single military 
service will remain with that 
service, but will be subject to re- 
view and action by the Single 
Manager in consonance with his re- 
sponsibilities under the over-all 
Department of Defense policies in 
this field. 


Perform as requested by the 
Single Manager the maintenance, 
manufacture, assembly or approved 
rehabilitation of materiel owned 
by or entering the wholesale 
distribution systen. 
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Single Manager 


12. Personnel and Training 


a. Provide a civilian personnel 
program and training standards for 
all personnel assigned under direction 
of the Single Manager. 


b. Coordinate specialized mili- 
tary training programs with respect 
to clothing and textile materiel and 
recommend measures for inter- 
departmental training. 


13. General 


Prepare or prescribe such 
reports as required to perform 
Single Manager responsibilities or 
as required by the Office of the 
Secretary of Defense. 
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Military Services 


a. The existing civiliay | 
sonnel and training offices - 
military services will be utilises 
in carrying out the civilian 
personnel and training progran, 





b. Participate in speci 
training progran. i 


} 


Provide such information to 
Single Manager as may be require, 


i 
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Lian per. 
ctl DEPARTMENT OF DEFENSE 
Utilizes 
AD 
<2 DIRECTIVES SYSTEM TRANSMITTAL 
eClalizy { 

} DISTRIBUTION 

5160.15 - Chl August 22, 1956 5100 
TTTACHMENTS 

lon to} Pages li&l2 of DoD Directive 5160.15, May hy 50 


Changes appearing on page 12 are indicated by marginal asterisks, 


[Note: The only change was the revision of paragraph VI,C, to 
read as follows:| 


Ce within ninety days, regulations, procedures, organization- 
al arrangements, and adjustments among military services 
as to personnel, personnel spaces and funds, required to 
implement the provisions of this Directive, will be de- 
veloped and coordinated with the military services by the 
Single Manager and copies submitted to the Office of the 
Secretary of Defense for approval. The Assistant Secretary 
of Defense (Supply and Logistics) will coordinate the approval 
of such matters with other cognizant elements of the Office of 
the Secretary of Defense. 


MAURICE W, ROCHE 
Administrative Secretary 


a 





| WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD RE DESTROYED. 
} Form 
SD... 106_1 PREVIOUS EDITIONS ARE OBSOLETE 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 


DATE 


5160,15 - Ch 2 January 31, 1957 5100 












Nuwe 




















INSTRUCTIONS FOR RECIPIENTS 


The following pen changes to DoD Directive 5160.15, "Single Manager Assignment 
for Clothing-Textiles'"’, May 4, 1956, have been duly authorized: 





PEN CHANGES 


l. Pagel: Change the dates in References (a) and (c) to January 5, 1957 and 
December 19, 1956, respectively. 


2. Page 3, Section II, F, Clothing and Textile Materiel 
Delete: "(Annex B)", at the end of the sentence, 
Insert: ‘This materiel is further identified in Army Regulation 


Number 32-105," 


3. Page 12, Section VII, ANNEXES 





(a) Change the introductory sentence to read: ''The following annex is 
incorporated as part of this Directive:" 


(b) Delete All ANNEX B, 


DPoacerai. Dy Fock 


MAURICE W, ROCHE 
Administrative Secretary 


WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED. 


SD a. 106-1 PREVIOUS EDITIONS ARE OBSOLETE 
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DEPARTMENT OF DEFENSE 
M DIRECTIVES SYSTEM TRANSMITTAL 
an ‘us -Ch 3 | March 17, 1959 at 


INSTRUCTIONS FOR RECIPIENTS 


P The following pen changes to Department of Defense Directive 5160.15, ''Single 
Signment Manager Assignment for Clothing-Textiles'', dated May 4, 1956, have been duly 
authorized pursuant to the provisions of Secretary of Defense memorandum dated 
August 13, 1958, subject: ''Committees": 


HANGES: 
ond PEN C 


Pages 2 and 3, Section III - Definitions, delete subsection D - Adminis- 
trative Committee. 
Re-letter subsections E through L as D through K, respectively. 





Page 5, Section V, A - Organization and Management, delete paragraph 4. 
Insert new paragraph 4 to read as follows: 
"4, Provide for direct coordination on matters connected with the 
operation of the Agency as prescribed by reference (b)."' 


ion 


Annex A, Page 1, delete subparagraphs l.d. under both Single Manager 
and Military Services columns. 
Insert new paragraph l.d. under Single Manager column: 
"d, Establish direct coordination with the military departments 
on matters connected with the operation of the Agency." 
Insert new paragraph l.d, under Military Services column: 
¢ ' "d, Designate departmental representatives for direct coordination 


1ex is 


and liaison on matters connected with the operation of the 
Single Manager Agency." 








. “maiz (ech _ 
MAURICE W, ROCHE 
Administrative Secretary 
WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED 
LD. 


| SD.nt. 106-1 
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: Department of Defense Directive 


SUBJECT Single Manager Assignment for Medical Materie| 


Military Supply System, November 17, 1952 
(b) Directive 5160.12, Policies for Implementatic, 
of Single Manager Assignments, January 31, 1956 
(c) Directive 7420.1, Regulations Governing Stock 
Fund Operations, February 1, 1954 


| 

References: (a) Directive 4000.8, Basic Regulations for the 
| 

| 


|| I. AUTHORITY AND PURPOSE 


A. Pursuant to the authority vested in the Secretary of 
Defense by the National Security Act of 1947, as 
amended, a Single Manager Commodity Assignment is 

hereby directed within the Department of Defense, wit) 

authority, functions, responsibilities, and relation. 

ships as set forth below, recognizing that the prinary 
mission is to effectively support the military effort 
of the country. 


B. The purposes and objectives of this assignment are: | 


l. To provide the most effective and economical means 
of supplying medical materiel to the Armed Services 


nm 


To eliminate duplication and overlapping of effor: 
between and among military services. 


3. To apply the basic pattern for all organizations 
performing a Single Manager support mission, as ! 
prescribed in reference (b) above, to the mission 
of supplying medical materiel to the Armed Services 


II. SCOPE 


The Single Manager Plan will be employed, as appropriate, 
for the management of medical materiel within the contine- 
tal United States, and may be extended to include operaticu 
outside the continental United States when directed by the 
Secretary of Defense. 
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| pot. DEFINITIONS 


A. 


B. 


C. 


Materie| | 


or the 

1952 

mentation D. 
y 31, 196 

ng Stock 


‘etary of 
y, as 

nt is 
enge, with 
relation- 
she primary 
ary effort 


ent are; | 


mical means 
med Services 


g of effort 


nizations 

sion, a8 

she mission 

med Services E. 


propriate, 
the continen- 
ade operation) 
ected by the 


Single Manager - The Secretary ot a military department 
who is designated oy the Secretary of Defense to be 
responsible for the organization and operation of the 
Single Manager assignment for medical materiel. 


Executive Director for Medical Materiel - The individual 
designated by the Single Manager to manage the Single 
Manager operating agency for medical materiel. 


Single Manager Operati ency - An organization which, 

under the direction of the Executive Director for Medical 
Materiel, shall direct and control all assigned functions 
of supply management of medical materiel for all military 


services. It shall be titled the Military Medical Supply 
Agency. 


Administrative Committee - A group designated to assist 
the Executive Director in identifying and overcoming 
problems concerning the operation of this assignment. fhe 
committee shall be neither a policy board nor an executive 
directorate, but rather a group of specialists meeting to 
recommend solutions to particular problems and to promote 
the effectiveness and economy with which the agency meets 
the needs of the military services. Its membership shall 
be as follows: 





1. Executive Director, Chairman. 


A representative each from the Army, Navy, Marine Corps, 
and the Air Force. 


3. The Assistant Secretaries of Defense, Comptroller, Health 


and Medical, and Supply and Logistics, or their represent- 
atives. 


Such technical or professional personnel augmentations 
from the military services as the Single Manager deter- 
mines to be necessary and as medical materiel supply 
problems under consideration dictate. 


Administrative Support - The provision of personnel, space, 
equipment, facilities, and supplies, including the related 
budgeting, funding, fiscal control, training, manpower 
control and utilization, personnel administration, security 
administration, mobilization planning, and other administra- 


tive provisions and services necessary to carry out assigned 
missions. 
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F. 


G. 
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Medical Materiel - All items of medical, dental, and 
veterinary supplies and equipment falling within pp 
Supply Group 65, and all other items of related mater: 
authorized by the Office of the Secretary of DetianyT 
(Annex B). 


Supply Management of Medical Materiel - The exercige y 
direction and control of medical materiel supply opens, 


tions, including the functions of cataloging, standay 
tion, net requirements determination, procurement, pr, 
duction, inspection, storage, distribution, dispoga | 
transportation, maintenance, and mobilization planniy 


Single Manager Stocks - Medical materiel acquired bya 
maintained in the wholesale distribution system, unie 


the control and ownership of the Single Manager, dm, 
but excluding retail stocks. ‘This includes Operating 
stocks and economic, contingency, and mobilization 
reserves. 


administrative division of the Navy Stock Fund estab] 
pursuant to regulations governing operations of Stock 
Funds (Department of Defense Directive 7420.1) to fing 
Single Manager medical materiel stocks. 


Single Manager Medical Materiel Stock Fund Division J 


Retail Medical Materiel Stock Fund Divisions or Categay 


The division or category established within each of th 
military departmental stock funds to finance retail 
medical materiel stocks. 


Wholesale Distribution - An area depot distribution sq 
designed to distribute and issue medical materiel inti 
quantities to the post, camp, station, or base level i 
all services. This distribution system shall employ t¥ 
facilities best suited to the requirements of the are) 
served, regardless of military service ownership. 


Retail Stocks - Medical materiel not included in Sik 
Manager stocks which is necessary to be held and contr 
by individual military services for issue or resale w 
final consumers in performance of assigned missions, &l 
which is not under the direct management of the Single 


Manager. 


IV. 
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21, and | y, DELEGATION OF AUTHORITIES AND RESPONSIBILITIES 
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A. 


B. 


C. 


D. 


The Secretary of the Department of the Navy is hereby 
designated as the Single Manager for medical materiel, 
gubject to over-all guidance, policies, and programs of 

the Office of the Secretary of Defense, with the responsi- 
bilities and authorities assigned under this Directive. 
Additions or deletions of specific items from the cognizance 
of the Single Manager will be authorized only by the Office 
of the Secretary of Defense. Requests for change may be 
initiated by a military service and shall be forwarded 
through the Single Manager for his recommendation to the 
Secretary of Defense. 


As Single Manager for medical materiel, the primary 
responsibility of the Secretary of the Navy shall be to 
effectively meet the supply support requirements of the 
military services in terms of centrally managed medical 
items. He shall also be responsible for fulfilling other 
support responsibilities placed upon the Department of 
Defense for such items. He shall be responsible for util- 
ization of all applicable portions of reference (b), except 
where such portions are specifically modified or amplified 
herein. 


The Secretary of each military department shall be responsi- 
ble for the administrative support of all installations and 
activities under his jurisdiction, including administrative 
support required to perform those functions assigned by the 
Single Manager. Military departments will furnish to the 
Single Manager complete data regarding administrative 
support costs incurred on the basis of missions assigned 

by the Single Manager. Such data shall be compiled on a 
comparable basis and, as soon as practicable, derived from 
a uniform expense classification and related to budget and 
apportionment requests. 


The Secretary of each military department shall be responsi- 
ble for requirements determination, for supply of medical 
materiel to using elements at retail level, and for control 
of reserve stocks at levels below the wholesale distribution 
level. Departmental planned requirements will be submitted 
to the Military Medical Supply Agency on a cyclical basis, 

in accordance with policies and procedures established by the 
Assistant Secretary of Defense (Supply and Logistics). 


The Secretary of each military department shall be responsi- 
ble for full cooperation with the Single Manager in carrying 
out the provisions of the applicable portions of reference 
(b) and the provisions of this Directive. 
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A. 





MILITARY SUPPLY MANAGEMENT 


Organi zation and Management 


} 
AUTHORITIES AND RESPONSIBILITIES OF THE SINGLE MANAGER | 


1. Designate an Executive Director for Medical Materig) 


subject to approval by the Secretary of Defenge, The 
Executive Director shall have no other duties but 4 
direct the operations of the Military Medical Supply | 
Agency. The Executive Director shall be responsip), 
to the Secretary of the Navy through channels pre. 
scribed by that Secretary. 


Establish and organize the Military Medical Supply 
Agency in accordance with reference (b) above, excey 
as otherwise specifically modified herein. 
The Agency shall be staffed by civilian personne] 
empgjoyed by the Department of the Navy and by militey 
personnel from all military services, as appropriate, 
not necessarily with equal representation. Positioy 
within the Agency staff will be identified as milita, 
or civilian, based on criteria established by the gen 
tary of Defense. Key military staff positions subcr. | 
dinate to the Executive Director shall be subject to 
rotation on a periodic basis among the military servy 
as agreed to by the Single Manager and the Secretariy, 
of the other two military departments, with due con. 
sideration being given to the qualifications of the 
individuals concerned and the career program needs 
each military service. The Department of the Navy vi! 
be responsible for providing the administrative supp 
for the Agency. Initially, however, personnel, pers 
spaces, funds, facilities and equipment will be adjuy 
among the military services for responsibilities assi@ 
to the Agency in order to meet the support requirenen 
of the Single Manager created by this Directive. Sui 
personnel adjustments will be accomplished in accorim 
with the provisions of DOD Instruction 1404.4, dated 
April 19, 1955. 


Organize the Administrative Committee in accordance ii 
paragraph III.D. above. 


Assign the distribution mission for medical materiel 
for each distribution area to specific area distributis 
depots, from which all military installations in the 
will requisition. 


B. 


C. 
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p. Requirements 


C. 


l. 


Receive from the military services on a cyclical basis 
statements of peacetime and mobilization requirements, 
computed and submitted in accordance with policies and 
procedures established by the Assistant Secretary of 
Defense (Supply and Logistics), together with necessary 
data including basic assumptions, and factors upon 
which the requirements were premised, to enable review 
and comment on the validity of the requirements. 


Direct the submissions, on a periodic basis, of inven- 
tory status reports at the retail level, by distribution 
area, of the total stocks on hand and the quantities of 
those stocks held for operating needs, and those stocks 
held for reserves. This refers to stocks owned and 
positioned by the military services. 


In accordance with policies and procedures established 
by the Assistant Secretary of Defense (Supply and 
Logistics), develop the total Department of Defense 
requirements program and compute net peacetime and 
mobilization requirements for the Agency, for purposes 
of procurement, distribution, and disposal. 


Receives from the military departments the requirements 
for Mutual Defense Assistance Program and civilian aid 
programs. 


Procurement 


l. 


2. 


Conduct or direct procurement, pursuant to the provisions 
of the Armed Services Procurement Act, Armed Services 
Procurement Regulations (ASPR), and the Navy Purchase 
Directives, including contract administration, as a 
single service purchase assignment to the Single Manager 
for all centrally procured items. Designate those items 
to be procured locally. The designation or redesignation 
of items from local procurement to central procurement or 
vice versa will be coordinated with the military services 
with sufficient time allowed for an orderly adjustment 

of the affected programs. Stock Fund Items authorized 

to be procured locally shall be financed by allotments 

of the retail stock funds. 


Obtain and furnish to the military services procurement 


and production data for use in requirements and supply 
studies. 
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6. 
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Procure materiel for the Mutual Derense Assistance 
Program and civilian aid programs to fulfill require. 
ments submitted by the departments which are not 
available from stocks owned by the Single Manager, 


Administer the priorities and allocation authority, 
in the purchase of medical materiel, delegated by 
the Assistant Secretary of Defense (Supply and Logis. 
tics), in accordance with the Department of Defenge 
Priorities and Allocations Manual, pursuant to Depart. 
ment of Defense Instruction 4410.1, and plan for 
administration in accordance with Department of 
Defense Emergency Priorities Allocation Manual (4410,2) 


Purchase medical materiel for the Federal Civil Defer, 
Administration on the basis of mutual agreement. 


Inspection 


Direct the program of inspection and quality controi for 
medical materiel, utilizing established inspection service; 
and facilities to the maximum degree; this program shall 
apply to the procurement, storage, and maintenance of 
supplies. 


Mobilization Planning 


KG 


Coordinate and direct mobilization planning in assign 
areas of supply management responsibility. Recommeni 


related mobilization policies and procedures to respon: 


ble Assistant Secretaries of Defense for interagency 
agreements and coordination with over-all Department « 
Defense mobilization plans. 


Arrange for or conduct industrial mobilization planniy 


for all items under the Single Manager for which advan 
planning is necessary to assure adequate wartime produ: 


tion to meet military needs. Such actions may incluie, 
but are not limited to: 


a. Developing with industry, under the policies and 
procedures of the Production Allocation Program, 
mobilization production schedules for all items 
on the Department of Defense Preferential Plannix 
List and the several approved Departmental Plannix 
Lists. 


The Single Manager shall be responsible for account; | 
and control of government-furnished materiel in the 
hands of contractors and government manufacturing 
plants in connection with procurement of end iteng, 
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b. Developing procedures for locating potential 
sources of supply for other items and conducting 
such planning as may be appropriate. 


c. Negotiating industry preparedness measures contracts 
as appropriate. 


a. Determining needs for reserve production facilities, 
production equipment, stockpiles of critical 
materials, etc., and recommending appropriate action 
for acquisition and maintenance thereof. 


storage 


l. 


2. 


Determine requirements for storage space and related 
activities. Request necessary space and related activ- 
ities from owning services. Establish and maintain 
records of space utilization. 


Assign specific storage missions, when storage space 
can be made available, to installations other than a-ea 
distribution depots, regardless of military service 
ownership, when necessary to store medical materiel. 


Inventory Control 


l. 


Establish and maintain central control over medical 
materiel inventories owned by the Single Manager, and 
prescribe quantitative stockage objectives for such 
inventories, at the area distribution depots, which 

are necessary to meet the area distribution requirements. 


Prescribe an inventory reporting system which will 
provide current, accurate, repetitive, and cyclic stock 
status information to the Agency for all medical materiel 
owned by the Single Manager. 


Prescribe requisitioning procedures to be utilized by 
the military services in requisitioning against Single 
Manager stocks and direct the phased submission of 
requisitions to the appropriate depots. 


Establish prices and pricing procedures in accordance 
with policy as established in reference (c). 


Direct distribution and redistribution, down to and 


including shipments from distribution depots, of stocks 
owned by the Single Manager. 


41742 O—59 


to 
to 
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6. Basing actions on policies approved by the Assistant 
Secretary of Defense (Health and Medical) direct, whe, 
necessary for rotation purposes, the reallocation of 
assets and the utilization and consumption, by all 
military services, of common stocks. 


7. Institute such measures as forced issue when neceggs 
for utilization of suitable substitutes. Substitution, 
of medical materiel will be made only in accordance yit; 
lists of substitute items developed by the Surgeons 
General and furnished to the Single Manager for congo}. 
idation and distribution. & 


8. Coordinate program for the positioning of mobilization 
reserve stocks to obtain maximum availability and 
minimum loss in the event of enemy attack, in accordan 
with Department of Defense policies and with considers. | 
tion of the Federal Civil Defense Administration medica) 
reserve program. 


9. Prescribe reports to be furnished to the Military 
Medical Supply Agency by area distribution depots, or 
other activities performing a mission assigned by the 
Single Manager, as may be necessary to carry out the 
responsibilities of this assignment. 


} 


| 
10. Screen all excesses of medical materiel, including K. 
returned used material either owned by the Single Manage 
or reported by the military services and determine the 
utilization or disposition of such excesses. 


ll. Report to General Services Administration, in accordance 
with Department of Defense policies, those items excess | 
to Department of Defense requirements. 


12. Prepare inventory and supply reports, as required by 
the military services, for the development of require- 


ment and supply studies. L. 
H. Stock Fund 
Establish and administer the Single Manager Medical Materiel 
Stock Fund Division, in accordance with reference (c) and 
the charter authorizing the establishment thereof. M. 


I. Research and Development 


The Single Manager will be kept informed of all research 
and development pertaining to his commodity area. He may 
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recomend to the military services research and development 
into improved materiels, items and methods within his com- 
nodity jurisdiction, and will recommend to the Assistant 
gecretary of Defense (Research and Development) any changes 
in the program he considers desirable. The military depart- 
ments, under the policies and procedures of the Secretary 

of Defense, are responsible for research and development 
programs; the Assistant Secretary of Defense (Research and 
Development) is responsible for reviewing these programs. 


Cataloging and Standardization 


1. Responsible for coordinating the cataloging operations 
of the military services for medical materiel in 
accordance with prescribed Department of Defense policies, 
procedures, and operations established for the Federal 
Catalog System; operate as a single submitting activity 
in the Federal Catalog System for Department of Defense 
medical materiel. 


2, Develop and direct a program of standardization and of 
standards and specification preparation and maintenance 
within the over-all Department of Defense policies and 
guidance. 


Transportat ion 


Arrange for required transportation or traffic management 
services from the respective Single Managers assigned 
responsibilities for traffic management (Single Managers 

for Military Traffic Management, Military Sea Transportation 
Service, and Military Air Transport Service) in accordance 
with criteria and procedures established by those Single 


Managers, or as may Otherwise be authorized by the Secretary 
of Defense. 


Maintenance and Manufacture 


Coordinate the operation of all military activities engaged 
in maintenance, manufacture, assembly, or approved rehabil- 
itation of medical materiel owned by or entering the whole- 
sale distribution system. 


Personnel and Training 


1. In planning the organization and staffing required for 
the Agency, establish military and civilian career 
development patterns which shall be coordinated with 
and supplement programs of the military services. 
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VI. 


550 
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Personnel training requirements peculiar to a4 particular 
military service will be considered in the development 
of the program and incorporated therein by the Single 
Manager. 


2. Coordinate the execution of an adequate and well 
integrated, specialized training program with industry 
(regular and reserve). Review training programs of the 
services and recommend measures to provide for maximm 
cross-servicing in the training of units and individual, 
within available facilities. vil. 


General 


1. Prepare reports as required by the Office of the 
Secretary of Defense. 


2. The Single Manager is authorized and expected to maintain | 
close liaison with non-Governmental organizations, agso- 
ciations and industry on matters affecting the responsi. 
bilities under this Directive, subject to the provisions 
of Department of Defense Directive 5500.2, dated September vil. 


13, 1954. 


IMPLEMENTATION | 


A. 


materiel will obviate the requirement for any military 
service to perform the management functions assigned herein 
to the Single Manager, except when performing missions 
assigned by the Single Manager. Thus, all existing organiza- 
tions within the military services which perform such func- Am 
tions shall have their missions, status, and manning modified, 
redefined, and adjusted as early as possible so as to excluie 

the functions assumed by the Military Medical Supply Agency 

and to reflect their reduced mission status. Industrial 
mobilization planning functions under the Production Alloca- 
tion Program -- both as Armed Services Procurement Planning 

Officer (ASPPO) and as Claimant Procurement Planning Officer 

(CPPO) -- currently being performed by ASMPA for the Assistant 
Secretary of Defense (Supply and Logistics) be transferred 

without change to the Military Medical Supply Agency. 


| 
Implementation of the Single Manager assignment for medical 
| 
| 


The operating agency shall be so organized that, as a minim, 
it will perform directly within its organization, at one 
location, the responsibilities designated in Paragraph V.B., 
V.C., V.G., and V.H. above. 


MIAILILANY SUrrul MAINAUDIMOINI 


May |, 
5160.16 a 
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C. Within ninety days, regulations, procedures, organizational 
cular arrangements, and adjustments among military services as 
ent to personnel, personnel spaces and funds, required to 
; implement the ‘provisions of this Directive, will be devel- 
: oped and coordinated with the military services by the 
Single Manager and transmitted to the Office of the Secre- 
tary of Defense for approval. The Assistant Secretary of 
Defense (Supply and Logistics) will coordinate the approval 


try of such matters with other cognizant elements of the Office 
— of the Secretary of Defense. 
duals 
VII. AMDEXES 
The following annexes are incorporated as part of this Directive: 
| ANNEX "A" - Statement of the related responsibilities of the 
Single Manager and the military services in 
connection with this commodity assignment. 
aintain ANNEX "B" - Listing of items, within the Federal Supply 
asso- Groups and Classes, assigned to the Single 
ponsi- Manager for Medical Materiel (to follow). 
isions 


eptember Vill. EFFECTIVE DATE 


Development of -implementation measures will be commenced imme- 
diately. 
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MILILANY 
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Surrutl 


WLAINAUDIVLEIN 1 


May | 


ANNEX A 


RELATED RESPONSIBILITIES OF SINGLE 
MANAGER AND THE MILITARY SERVICES 


Single Manager 


1. Organization and Management 


@. Designate the Executive 
Director and establish the Military 
Medical Supply Agency under his 
control. 


b. Provide administrative sup- 
port to the Agency. Provide all 
civilian personnel and Navy military 
personnel as required. Identify 
positions as military or civilian 
based on criteria established by the 
Office of the Secretary of Defense. 


c. Determine requirements for 
officer personnel from other services 
with Secretaries of the other military 
departments. Integrate such officer 
personnel into operational assignments 
in the Agency. Rotate key military 
staff positions among the military 
services on a periodic basis, as 
agreed with the other military 
Gepartmental Secretaries. 


ad. Organize the Administrative 
Committee under the chairmanship of 
the Executive Director. 


e. Determine specific distribu- 
tion areas. Assign to military 
services distribution areas to be 
supported, as agents of the Single 
Manager. Furnish necessary oper- 
ating procedures to the military 
service responsible for a distri- 
bution area. 


2. Requirements 


Receives from the military 
departments, on a cyclical bagis, 
peacetime and mobilization require- 
ments; directs submissions of 
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Military Services 


a. Not applicable. 


b. Not applicable. (Initially there 
will be a readjustment of personnel, 


personnel spaces, and funds among the 
military services to provide the Single 
Manager with ceiling, etc.) 


c. Furnish officer personnel ag 
required for the staffing of the Agency, 


d. Provide departmental representa- 
tive and such augmentation personnel as 
the Single Manager may request. 


e. Perform distribution functions 
in accordance with procedures prescribed 
by the Single Manager. Provide admin- 
istrative support for designated area 
distribution depots. 


Provide the Single Manager with 
information regarding requirements data, 
quantities of stocks on hand at the 
retail level by distribution depot ares, 


MANAGEMENT 


} 
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yh, % 


8 er 


status reports for the 

ea weve by distribution area 
including statement of stocks held 
for operating needs and for 
reserves; and, in accordance with 
Assistant Secretary of Defense 
(Supply and Logistics) policies and 

edures, computes net peacetime 
and mobilization requirements for 
the Agency and develops the total 
Department of Defense requirements 
program for the items under his 
single managership. Provide for 
Mutual Defense Assistance Program 
and civilian aid programs as neces- 


ally there sary. 
ng the 3. Procurement 


Conduct or direct procurement 
t to the Armed Services 

Procurement Act (ASPR), and Navy 
Purchase Directives, including con- 

21 as tract administration, as a single 
> Agency. service purchase assignment to the 

: Single Manager for all centrally 

items. Designate those 

items to be procured locally. 


4, Inspection 


Direct the program of inspection 
and quality control for medical 
materiel utilizing established 

presenta- | inspection services and facilities 

onnel as | to the maximum degree; this program 
shall be applicable to procurement, 
storage, and maintenance of sup- 


octions plies. 

reacribed | 

admin- 5. Mobilization Planning 
d area 


a. Coordinate and direct mobil- 
ization planning in assigned area 
of supply management responsibility. 
Recommend to the Office of the 
| Secretary of Defense related 


Military Services 


as directed, on @ cyclical basis. Also, 
report significant changes in these areas 
as they occur. Furnish necessary data, 
including basic assumptions and factors 
upon which the requirements were 
premised, to the Single Manager to enable 
him to review and comment on the validity 
thereof. Furnish Mutual Defense 
Assistance Program and civilian aid 
program requirements as authorized. 


Procure locally those items desig- 
nated by the Single Manager, financing 
such purchase by allotments from the 
retail stock funds. Conduct such central 
purchase as directed and funded by the 
Single Manager. 


Conduct inspection and maintain 
control of quality when requested and 
as directed by the Single Manager. 


a. Provide mobilization planning 


data as required by the Single Manager 
for this purpose. 
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Single Manager 


mobilization policies and procedures 
for interagency agreements and 
coordination with over-all Department 
of Defense mobilization plans. 
Arrange for or conduct mobilization 
planning for all items for which 
advance planning is necessary to 
assure adequate wartime production 

to meet military needs. 


b. Under the policies and pro- 
cedures of the Production Allocation 
Program, serve as Claimant Procurement 
Planning Office (CPPO) providing 
desired mobilization production 
requirements to ASPPO's for negotiation 
with industry and approving final 
schedules after negotiation. Serve as 
ASPPO for such plants for which 
planning responsibility has been or 
may be assigned by the Assistant Secre- 
tary of Defense (Supply and Logistics). 


c. Develop procedures for locating 
potential sources of supply for other 
items for which Production Allocation 
Program procedures are not applicable 
and conduct such planning thereunder 
as may be appropriate. 


ad. Negotiate industry preparedness 
measures contracts with potential pro- 
ducers, research organizations, educa- 
tional institutions, etc., as may be 
appropriate. 


e. Determine needs for reserve 
production facilities, production 
equipment, stockpiles of critical 
materials, etc., and recommend 
appropriate action for acquisition 
and maintenance thereof. 


MILITARY SUPPLY 


MANAGEMENT 


Military Services 


b. Serve as Armed Services Procure. 
ment Planning Officers (ASPPO's) fo, 
those plants for which planning regpoy. 
bility may be assigned by the Assistay 
Secretary of Defense (Supply and 
Logistics), negotiating tentative mobi]. 
ization production schedules with indus. / 
trial management, and securing fina] 
approval by the Single Manager and | 
industrial management. 


c. Assist the Single Manager throug) 
field procurement offices or the ASPp 
organization in conducting such p i 
other than Production Allocation Progray 


as may be appropriate. 
| 


ad. Provide assistance through fieli 
procurement offices. 


e. Provide required information, 
assistance, and appropriate action / 
through the Technical Services Bureaus, 
Commands, or field installations. 
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single er 


6, Storage 


requirements for storage 

ap ee activities. Request 
an space and related activ- 
a fron the owning service. Estab- 
lish and maintain records of space 
ytilization. Assign specific storage 
sissions, When storage space can be 
nade available, to installations other 
than area distribution depots, whenever 
necessary to store Single Manager 
reserve stocks. 


7. Inventory Control 


a. Establish and maintain central 
control over inventories owned by the 
Single Manager Medical Materiel Stock 
Fund Division, and prescribe quanti- 
tative stockage Objectives for such 
inventories, at the area distribution 
depots, which are necessary to meet 
the area distribution requirements. 
Establish prices and pricing pro- 
cedures in accordance with Department 
of Defense Directive 7420.1. 


b. Prescribe an inventory report- 
ing system to provide current, accu- 
rete information regarding the status 
of inventories. 


c. Prescribe requisitioning 
procedures to be utilized by the 
nilitary services in requisitioning 
against area distribution depots, 
and direct phased submission of 
requisitions to appropriate area 
distribution depots. 


ad. Direct distribution and 
redistribution of Single Manager 
owned stocks, down to and including 
shipments from distribution depots 
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Conduct storage and related func- 
tions at designated area distribution 
depots, providing effective logistical 
support to consuming agencies, irrespec- 
tive of service, in accordance with the 
policies and procedures of the Single 
Manager. Maintain records and submit 
space and operating reports as pre- 
scribed by the Single Manager. Perform 
additional storage functions, at storage 
points other than area distribution 
depots, for the Single Manager, when 
space can be made available. 


a. Maintain control over retail 
stocks. 


b. Provide inventory reports for 
Single Manager stocks as prescribed. 


c. Requisition medical materiel as 
prescribed by the Single Manager. 


a. Redistribution of retail stocks 
will be controlled by the owning 
military services, except that such 
redistribution shall not be effected 
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Single Manager 


to retail level. Control redis- 
tribution of retail stocks between 
distribution areas. 


e. Basing actions on policies 
approved by the Assistant Secretary 
of Defense (Health and Medical), 
direct, when necessary for rotation 
purposes, the reallocation of assets 
and the utilization and consumption, 
by all military services, of common 
stocks regardless of where held. 


f. Basing actions on policies 
approved by the Assistant Secretary 
of Defense (Health and Medical), 
direct, when appropriate and neces- 
sary, such as to balance stocks or 
to meet mission deadlines, the 
utilization of suitable substitutes 
in accordance with lists of substi- 
tute items developed by the Surgeons 
General and furnished to the Single 
Manager for consolidation and distri- 
bution. 


g- Coordinate program among the 
military services and with civilian 
agencies of the government for 
positioning of mobilization reserve 
stocks to obtain maximum availability 
and minimum loss in the event of 
enemy attack, in accordance with 
Department of Defense policies. 


h. Prescribe such reports as may 
be necessary to carry out the responsi- 
bilities of this assignment. 


i. Screen all excesses of medical 
materiel, including returned used 
material, either owned by the Single 
Manager or reported by the military 
services, and determine the utiliza- 
tion of such excesses. Report to 
General Services Administration those 
items excess to Department of Defense 
requirements. 
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Military Services } 


between distribution areas unlegs 
authorized by the Single Manager, 


e. Participate as necessary to 
provide rotation and full utilizatio, 
of stocks. { 


f. Participate as necessary to 
provide full utilization of stocks, 


&- Participate as necessary to | 
obtain the objectives of this progra. 


h. Submit reports as required by / 
the Single Manager. 


i. Screen all excesses owned ani 
held at retail level and determine th» 
items to be redistributed among requisi- 
tioning activities of military service 
concerned. Such redistribution shall 
be confined to the same distribution 
area unless otherwise approved by the 
Single Manager. Items not required 
within the service will be reported to 


nent 
toc 


unless 
nager, 


SBary to 
tilization 


essary to 
stocks, 


Ssary to 
is progran, 


‘equired by 


owned and 
termine thos 
mong requisi- 
ary service 
tion shall 
tribution 
ved by the 
required 
reported to 


MILITARY SUPPLY MANAGEMENT 


Single Manager 


8, stock Fund 


Establish and administer the 
single Manager Medical Materiel 
Division Stock Fund for the manage- 
nent of Single Manager controlled 


stocks. 


9. Research and Development 


Recommend, to a military service 
or services, research and development 
into improved materials, items, and 
nethods within his commodity juris- 
diction. He will be kept informed on 
research and development in his com- 
nodity area. Recommend to the 
Assistant Secretary of Defense (Re- 
search and Development) any changes 


in the program he considers desirable. 


10. Cataloging and Standardization 


a. Responsible for coordinating 
the cataloging operations of the 
military services for medical 
materiel in accordance with pre- 
scribed Department of Defense pol- 
icles, procedures, and operations 
established for the Federal 
Catalog System; operate as a single 
submitting activity in the Federal 
Catalog System for Department of 
Defense medical materiel. 


b. Develop and direct a program 
of standardization and of standards 
and specifications within the over- 
all Department of Defense policies 
and guidance. 
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the Single Manager as excess. 


Maintain a retail stock fund which 
will reimburse the Single Manager 
Medical Materiel Division Stock Fund 
for withdrawals from Single Manager 
owned stocks, and to finance inven- 
tories acquired through local purchase. 
Military services will prepare and 
support their own budgets in the normal 
manner and administer their respective 
retail stock funds. 


Initiate requirements for research 
and development, and perform research and 
development. The services may initiate 
and perform research and development in 
areas of peculiar interest to their 
requirements in accordance with estab- 
lished coordinating procedures. 


&. Perform those functions of the 
Federal Catalog System for medical 
materiel as prescribed by the Single 
Manager; utilize Federal catalog data 
as the prime identification data in all 
supply and logistics operations, con- 
sistent with Department of Defense 
policies. 


b. Accomplish such standards and 
specifications work as is assigned by 
the Single Manager. Inform the Single 
Manager of use needs, and recommend or 
concur in adoption, and standardization 
or rejection of material. Determina- 
tions on items peculiar to a single 
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Single Manager 


11. Maintenance and Manufacture 


Coordinate the operation of all 
military activities engaged in main- 
tenance, manufacture, assembly, on 
approved rehabilitation of materiel 
owned by or entering the wholesale 
distribution systen. 


12. Personnel and Training 


@. Provide a civilian personnel 
program and training standards for 
all personnel assigned under direc- 
tion of the Single Manager. 


b. Coordinate specialized 
military training programs with 
respect to medical materiel and 
recommend measures for interdepart- 
mental training. 


13. General 


Prepare or prescribe such reports 
as required to perform Single 
Manager responsibilities or as 
required by the Office of the Secre- 
tary of Defense. 


Military Services 


military service will remain with that 
service, but will be subject to Teviey 
and action by the Single Manager ip 
consonance with his responsibilities 
for standardization under the Over-a)) 
Department of Defense policies in this 
field. 


Perform as requested by the Single 
Manager the maintenance, manufacture 
assembly or approved rehabilitation of 
materiel owned by or entering the 
wholesale distribution system. 


a. The existing civilian personm) 
and training offices of the military 
services will be utilized in carryig 
out the civilian personnel and training 
program. | 


b. Participate in specialized 
training programs. 


Provide such information to Single 
Manager as may be required. 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 


1STRIBUTIONW 


March 17, 1959 
sTTacHMENTS 


None 


INSTRUCTIONS FOR RECIPIENTS 
The following pen changes to DoD Directive 5160.16, "Single Manager Assignment for 
Medical Materiel", May 4, 1956, have been duly authorized, pursuant to provisions 
of Secretary of Defense memorandum, "Committees", dated August 13, 1958: 


PEN CHANGES 


Pages 2 and 3, Section Ill, - Definitions - 
Delete subsection D. - Administrative Committee 
Re-letter subsections E, through L. as D. through K., respectively. 


Page 5, Section V. A. - Organization and Management - 
Delete paragraph 4. Insert new paragraph 4 to read as follows: 
"4, Provide for direct coordination on matters connected with the operation 
of the Agency, as prescribed by reference (b)."' 


ANNEX A, Page 1 - Delete subparagraphs 1. d. under both the Single Manager and 
Military Services columns. 
Insert new subparagraph l. d. under Single Manager column: 
"d, Establish direct coordination with the military departments on matters 
connected with the operation of the Agency." 
Insert new subparagraph 1. d, under Military Services column: 
"d, Designate departmental representatives for direct coordination and liaison 
on matters connected with the operation of the Single Manager Agency." 


* * * * 


In addition to the above, delete the dates of References (a) and (c) and insert 
"January 5, 1957'' and ''December 19, 1956", 


MAURICE W. ROCHE 
Administrative Secretar 


WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED 


SD mm. 106_1 rests ETO wnt owe 














I. 


AUTHORITY AND PURPOSE 


A. 
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SUBJECT 


References: 


Il. 


July 24, 1956 
NUMBER 5160, 18 


Department of Defense Directive | 


Single Manager Assignment for Petroleum 


(a) DOD Directive 000.8, "Basic Regulations for 


the Military Supply System", November 17, 1952 } 


(vb) DOD Directive 5160.12, "Policies for Imple- Ti. 
mentation of Single Manager Assignments", 
January 31, 1956 


(c) DOD Directive 7420.1, "Regulations Governing 
Stock Fund Operations", February 1, 195) 


Pursuant to the authority vested in the Secretary of 
Defense by the National Security Act of 197, as amended, 
a single Manager Commodity Assignment is hereby directed | 
within the Department of Defense, with authority, function, 
responsibilities and relationships as set forth below, 
recognizing that the primary mission is to effectively 
support the military effort of the country. 


The purposes and objectives of this assignment are: 


1. 


26 


To increase tne efficiency of the Armed Services 
petroleum supply organization. 


To eliminate duplication and overlapping of effort 
between and among military services. 


To apply the basic pattern for all organizations per 
forming a Single Manager support mission, as prescribe 
in reference (b) above, to the mission of supplying 
petroleum to the Armed Services. 
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11. SCOPE 
ai A. The Single Manager Plan will be employed, as appropriate, for 
meaninimadtis the management of petroleum and petroleum products, within the 
ictal Continental United States, and is extended to include operations 
(Sez) outside the Continental United States as provided herein. Fur- 
ther extension will be made only with the approval of the 
Secretary of Defense. 
Ctive | 
The scope of this commodity assignment is limited to the extent 
that neither ownership nor funding by a single stock fund is 
provided for the management of petroleum and petroleum products. 
This deviation from the principles established in reference (b) 
is justified by the characteristics of petroleum and the ex- 
ceptional conditions encountered in the supply and distribution 
ons for of this commodity by the military departments. 
17, 1952} — 
TT. DEFINITIONS 
Lmple- 


ts", A. Single Manager - The Secretary of the Military Department who 
gs designated by the Secretary of Defense to be responsible 
for the orgaization and operation of the Single Manager assign- 





= ment for petroleum. 
B. Executive Director for Petroleum - The individual designated by 
the Single Manager to manage t. 3 Single Manager operating agency 
ry of for petroleum. 
anaer C. Single Manager Operatin ncy - An organization which, under 
fun the direction of the Executive Director for Petroleum, shall 
ys ctions, 
below, manage, direct, or control all assigned functions of supply 
ctively management of petroleum for all military services. It shall be 
titled the Military Petroleum Supply Agency. 
are: D. Administrative Committee - A group designated to assist the 
Executive Director in identifying and overcoming problems con- 
vices cerning the operation of this assignment. The Committee shall 
be neither a policy board nor an executive directorate, but 
rather a group of specialists meeting to recommend solutions 
effort to particular problems and to promote the effectiveness and 
economy with which the Agency meets the needs of the military 
services. Its membership shall be as follows: 
tions per 
s prescribe E t zs 
upplying 1. Executive Director - Chairman. 


2. A re;resentative from the Army, Navy, Marine Corps, and 
the Air Force. 
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IV. 


E. 


F. 


He 


A. 
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3. The Assistant Secretaries of Defense, Comptroller ang 
Supply and Logistics, or their representatives, | 


4. Such technical or professional personnel augmentations | 
from the military services as the Single Manager deter. 
mines to be necesgary and as petroleum supply problems 
under consideration dictate. 


Administrative Support - The provision of personnel, space, 
facilities, equipment and supplies, including the related 
budgeting, funding, fiscal control, training, manpower con- 
trol and utilization, personnel administration, security 
administration, mobilization planning, and other administratiy, 
provisions and services, necessary to carry out assigned mis- 
sions. 


Petroleum and Petroleum Products - All items listed as petrole, 
and petroleum products in DOD Instruction 115.1, dated 12 dctote | 
1955, or amendments or changes thereto, and containers thereiur, 
including packaging, preservation and marking; and all other 
items of related material authorized by the Office of the Sec- 
retary of Defense. 


Supply Management of Petroleum - The exercise of direction ang 
control by the Single Manager of supply operations for petrolem 
and petroleum products as provided for herein, including the 
functions of cataloging, standardization, collation of net re- 
quirements, procurement and procurement inspection and productim; | 
and the coordination of functions related to storage, distri- _ 
bution, transportation and disposal. 


Distribution - An area, terminal, or depot distribution syste: 
designed to distribute and issue petroleum in bulk quantities 

to the post, camp, station, or base level of all services. This 
distribution system shall employ the facilities best suited to vy. 
the requirements of the area served, regardless of service ower , 
shipe ‘ 


DELEGATION OF AUTHORITIES AND RESPONSIBILITIES 


The Secretary of the Navy is hereby designated as the Single 
Manager for Petroleum, subject to over-all guidance, policies 
and programs of the Office of the Secretary of Defense, with 
the responsibilities and authorities assigned under this Di- 
rective. Additions or deletions of specific items from the 

cognizance of the Single Manager will be authorized only by 

the Office of the Secretary of Defense. Requests for changes 
may be initiated by a military service and shall be forwarded 
through the Single Manager for his recommendation to the Sec- 
retary of Defense. 
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rd p, As Single Manager for Petroleum, the primary responsibility 
. of the Secretary of the Navy shall be to meet effectively 
the petroleum supply support requirements of the military 
services. He shall also be responsible for fulfilling other 
support responsibilities placed upon the Department of De- 
ams fense for such items. The Single Manager shall be responsible 
for the utilization of all applicable portions of reference 
(b) except where such portions are specifically modified or 


_ amplified herein. 

= ¢, The Secretary of each military department shall be responsible 
y for the support of all installations and activities under his 
strative jurisdiction. 

d mis- 


D. The Secretary of each military department snall be responsible 
for requirements determination; for supply of petroleum, petro- 


rp \ leum products and materiel to using elements of his department 
the Octobe and for control and ownership of reserve and operating stocks. 
a Departmental planned requirements will be submitted to the Mil- 
he a “ itary Petroleum Supply Agency on a cyclical basis, in accordance 
; with policies and procedures established by the Assistant Sec- 
retary of Defense (Supply and Logistics). 
i 
eo g. The Secretary of each military department will initiate action 
g the to include all materiel referenced under paragraph IIIF, above, 
net re- in an appropriate division or category of the respective De- 
production; | partmental Stock Funds. 
istri- 
F, The Secretary of each military department shall be responsible 
for full cooperation with the Single Manager in carrying out 
systen the provisions of the applicable portions of reference (b) and 
tities the provisions of this Directive. 
es. This 
ited to VY, AUTHORITIES AND RESPONSIBILITIES OF THE SINGLE MANAGER 
ice ower , 
‘ A. Organization and Management 
1. Designate an Executive Director for Petroleum, subject to 
approval by the Secretary of Defense. The Executive Di- 
ingle rector shall have no other duties but to direct the opera- 
licies tions of the Military Petroleum Supply Agency. The Executive 
with Director shall. be responsible to the Secretary of the Navy 
ar through channels prescribed by that Secretary. 
y by 2. Establish and organize the Military Petroleum Supply Agency 
hanges in accordance with reference (b) above, except as otherwise 
“om specifically modified herein. 
° 


41742 O—59 


to 
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B. 


C. 


3e 


Le 


De 
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The Agency shall be staffed by civilian persomel emp 

by the Department of the Navy, and by military personne) 
from all military services, as appropriate, not necessari} 
with equal representation. Positions within the Agency mi 
will be identified as military or civilian, based on critey, 
established by tae Secretary of Defense. Key military stu 
positions subordinate to the Executive Director shall te» nie | 
ject to rotation on a periodic basis among the Military gp, | 
ices, as agreed to by the Single Manager and the Secretaris, 
of the other two military departments, with due COnsideratiy | 
being given to the qualifications of the individuals COnceny | 
and the career program needs of each military service, 


The Department of the Navy will be responsible for prov 
the administrative support for the Agency. Initially, ho 
ever, personnel, personnel spaces, funds, facilities ang | 
equipment will be adjusted among the military services fo; 
responsibilities assigned to the Agency in order to meet ty 
support requirements of the Single Manager created by this 
Directive. Such personnel adjustments will be accomlishy 
in accordance with the provisions of DoD Instruction 1)0j,,| 
dated April 19, 1955. 


Organize the administrative committee in accordance with 
paragraph III.D. above. 


Requirements 


1. 


2e 


Receive fromthe military services on a cyclical basis stat) 
ments of peacetime and mobilization requirements, computed | 
and submitted in accordance with policies and procedures ¢% | 
tablished by the Assistant Secretary of Defense (Supply mi 
Logistics), together with necessary supporting data, incluty) 
basic assumptions and factors upon which the requirements wm 
premised, to enable review and comment. 


Receive from the military services and collate reports of m 
requirements for procurement purposes by the Agency. 


3e Receive from the military services the requirements for Mhiw 
Defense Assistance Program and civilian aid programs. 

le Establish slating procedures to be utilized by the Area 
Petroleum Offices in overseas commands in submission of 
petroleum requirements. 

Procurement 

1. Conduct or direct procurement, world-wide, pursuant to the 


provisions of the Armed Services Procurement Act, Armed 
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Services Procurement Regulation (ASPR), and the Navy pro- 
curement directives, including contract administration, as 

a single service purchase assignment to the Single Manager 
for all petroleum and petroleum products. Designate those 
jtems to be procured locally. The designation or redesig- 
nation of items from local procurement to central procure- 
ment or vice versa will be coordinated with the military 
services with sufficient time allowed for an orderly adjust- 
ment of the affected programs, 


Obtain and furnish to the military services procurement and 
production data for use in requirements and supply studies. 


The secretaries of the respective military departments shall 
be responsible for accounting and control of government- 
furnished materiel in the hands of contractors utilizing the 
services of the Single Manager to maximum feasible extent. 


Procure petroleum products for Mutual Defense Assistance Pro- 
gram and civilian aid programs to fulfill requirements sub- 
mitted by the military departments. 


Purchase petroleum products and related items to the extent 
authorized by law for other Federal departments and agencies, 
on the basis of mutual agreements. 


Administer the priorities and allocation authority, in the 
purchase of petroleum and petroleum preducts, delegated by 
the Assistant Secretary of Defense (Supply and Logistics), 
in accordance with the Department of Defense Priorities and 
Allocations Manual, pursuant to Department of Defense In- 
struction 410.1, June 8, 1954, and plan for administration in 
accordance with Department of Defense Emergencies Priorities 
Allocation Manual (1:)10,2, August 18, 1955). 


Inspection 


Direct the pragram of procurement inspection world-wide, uti- 
lizing established inspection services and facilities of the 


military departments. 


Assign responsibilities for making 


procurement inspections. 


Storage 


1. In collaboration with the military departments, periodically 


review the requirements for operating and reserve storage in 
Overseas commands and CONUS and make recommendations thereon 
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to the military departments and the Assistant 
Secretary of Defense (Supply and Logistics) concem- 
ing acquisition of storage by Public Works construction 
and by contracting for commercial storage services, 


G. 


Contract on a world-wide basis for bulk commercial pe- 
troleum storage required by the military departments | 
and administer the contracts. The Single Manager may 
delegate, when desirable, the contracting responsibility 

for commercial storage in specific overseas areas to 
overseas commanders concerned through appropriate channe},, | 


F, Inventory Control and Distribution 


le 


26 


36 


he 


Coordinate the distribution systems for petroleum and 
petroleum products for the Department of Defense. Coe | 1% 
ordinate or direct agreements, as appropriate, to insur. | 
the maximum of cross-servicing. Coordinate the redis- 
tribution of stocks in CONUS. Redistribute and dispose 

of stocks in overseas commands only upon the request of 

or agreement of the commander concerned. This latter 

action will be coordinated with the interested military 
departments. 


Coordinate a program for the positioning of mobilization 
reserve and operating stocks to obtain maximum avail- 
ability and minimum loss in the event of enemy attack, | 
in accordance with Department of Defense policies and 

the operational needs and wartime missions of the mili- 

tary services. | + 


Coordinate a world-wide system of uniform prices and ) 
pricing procedures for cross-servicing in accordance 
with policies as established in reference (c). 


Coordinate and promulgate the interservice supply support 
agreements for petroleum and petroleum products supply to Je 
overseas areas. 


Report to General Services Administration, in accordance 
with Department of Defense policies, those items excess 
to the Department of Defense requirements. 


Prepare reports, as required by the military services, 
for the development of operating and reserve requirements 
and supply studies. 


Advise the Assistant Secretary of Defense (Comptroller) | 
and the military departments as to financial and budgetary | 
management data required by- the Single Manager. 
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Research and Development 


The Single Manager will be kept informed of all research 
and development pertaining to his commodity area. He may 
recommend to the military services research and develop- 
ment into improved materials, items and methods within 
his commodity jurisdiction, and will recommend to the 
Assistant Secretary of Defense (Research and Development) 
any changes in the program he considers desirable. The 
military departments, under the policies and procedures 
of the Secretary of Defense, are responsible for research 
and development programs; the Assistant Secretary of De- 
fense (Research and Development) is responsible for re- 
viewing these programs. 


Cataloging and Standardization 


1. Responsible for coordinating the cataloging operations of 
the military services for petroleum and petroleum prod- 
ucts in accordance with prescribed Department of Defense 
policies, procedures, and operations established for the 
Federal Catalog System, operate as a single Department of 
Defense submitting activity in the Federal Catalog System 
for petroleum and petroleum products. 


~m 
oo 


Develop and direct a program of standardization and of 
standards and specification preparation and maintenance 
for petroleum and petroleum products within over-all De- 
partment of Defense policies and guidance. 


Transportat ion 


Coordinate and arrange for required tanker transportation for 
the movement of military petroleum products in accordance with 
criteria and procedures established by the Executive Director, 
Military Sea Transportation Service. 


Cormercial Facilities and Services 
1. Contractually implement approved military programs for 
expansion of petroleum industrial facilities and administer 


the contracts therefor. 


2. Contract for commercial petroleum services (such as 
storage and handling service, and into=-plane contracts) 


On a world-wide basis, except that each military service 
may contract for into=plane refueling service at indi- 
vidual air stations or bases where the fuels are govern- 


ment furnished. 
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K. Personnel and Training fle 
1. In planning the organization and staffing required for A 


the Agency, establish military and civilian career de- 
velopment patterns which shall be coordinated with and 
supplement programs of the military services. Personne) 
training requirements peculiar to a particular military 
service will be considered in the development of the 
program and incorporated therein by the Single Manager, 
| 


2, Coordinate departmental requirements for and implementatio, 
of training provided by the petroleum industry. Review | 
training programs of the services and recommend measures 
to provide for maximum cross-servicing in the training of | 
units and individuals within available departmental fa- 
cilities in the Continental United States. 


3- Assist the military departments in obtaining their needs ang 
requirements for personnel and consulting services through 
contacts with the petroleum industry and organizations, 


L. General 


1. Prepare reports as required by the Office of the Secretary 
of Defense. 


| 

2. The Single Manger is authorized and expected to communicate 

directly on administrative and technical matters with Organ | 

izational elements of the military services and with the 

Area Petroleum Offices in overseas commands to carry out the | 

responsibilities assigned in this Directive. Matters con- 

cerning petroleum policies affecting the Department of De- 

fense or other governmental agencies and departments will 

be referred to the Assistant Secretary of Defense (Supply 
and Logistics). 


) 


3. The Single Manger is authorized and expected to maintain 
close liaison with non-governmental organizations, asso- 
ciations and industry on matters affecting the responsibilitix 
under this Directive, subject to the provisions of Department 
of Defense Directive 5500.2, 13 September 195). 


4. Direct the submissions, on a periodic basis, of such reports 


as may be necessary for the accomplishment of the Single 
Manager's mission. 
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tl IMPLEMENTATION 
0 
A. Implemer*.ation of the Single Manager assignment for petroleum 


for will obviate the requirements for any military service to per 
de- form the management functions assigned herein to the Single 
and Mmager. Thus, all existing organizations within the military 
onne) services in the Continental United States which perform such 
tary functions shall have their missions, status, and manning 
2 modified, redefined, and adjusted as early as possible so as 
ger, to exclude the functions assumed by the Military Petrolewm 
Supply Agency and to reflect their reduced mission status. 
entation | Thus, the Armed Services Petroleum Purchasing Agency (ASPPA), 
~ a | established by DoD Directive 515.7, October 7, 1953, and 
| appropriate elements of the military services shall be dis- 
sures established as early as their functions can be phased into 
ra of the Military Petroleum Supply Agency. 
. Lla- 
B, The operating agency shall be so organized that, as a minimm, 
4t will perform directly within its organization, at one lo- 
cation, the responsibilities designated in Paragraph V.B., 
needs a; V.C., and V.F., above. 
through 
‘Ons. C, Within ninety (90) days, regulations, procedures, organizational 


arrangements, and adjustments among military services as to per=- 
sonnel, personnel spaces and funds, required to implement the 
provisions of this Directive, will be developed and coordinated 
cretary with the military services by the Single Manager and transmitted 
to the Secretary of Defense for approval. The Assistant Secre- 
tary of Defense (Supply and Logistics) will coordinate the ap- 


municate proval of such matters with other cognizant elements of the 
th organ Office of the Secretary of Defense. 
ht 
y - the | D. Within one year following approval of the measures implementing 
rs con this directive, the Single Manager will submit recommendations 
of De to the Assistant Secretary of Defense (Supply and Logistics) for 
) modification or extension of appropriate elements of this Di- 
s will rective 
e 
Supply 
TI. ANNEX 
ntain The following Annex is incorporated as a part of this Directive: 
asso- 
onsibilitin ANNEX "A" - Statement of the related responsibilities of the 
Dep artment Single Manager and the military services in con- 


nection with this commodity assignment. 


h reports 
ingle 
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VIII. EFFECTIVE DATE 


Development of implementation measures will be commenced 
immediately. 


B.Aeoukso\y 


Deputy Secretary of Defense 


Inclosure - 1 
Annex "A" 


4 oe 


be 











be 
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ANNEX A 
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Jul 2h, 56 


RELATED RESPONSIBILITIES OF SINGLE 
MANAGER AND THE MILITARY DEPARTMENTS 


Single Manager 


Designate an Executive Director for 
Petroleum and establish the Single 
Manager Military Petroleum Supply 
Agency. 


Provide all civilian persomnel and 
Navy military personnel as required. 
Identify positions as military or 
civilian based on criteria established 
by the Office of the Secretary of 
Defense, Determine Agency require- 
ments for officer personnel from 

other services with Secretaries of 

the other military departments. 

Rotate key military staff positions 
among the military services on a 
periodic basis, as agreed with the 
other military departmental secre~ 
taries. 


be 


Provide administrative support for 
the Agency. 


Ce 


Organize the Administrative Committes d, 
under the chairmanship of the Ex- 

ecutive Director and request such 
representatives from other agencies, 

as required, 


Milit 


artnents 


Not applicable. 


Furnish officer personnel 
as required for the staff- 
ing of the Agency. 


Not applicable. (Initially, 
there will be a readjustment 
of personnel, personnel 
spaces and funds among the 
military services to pro~ 
vide support requirements 
of the Single Manager.) 


Provide departmental rep- 
resentatives and such 

augmentation personnel as 
the Single Manager may re- 
quest, 
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Requirements 


a. Receive from the military departments, 


De 


on a cyclical basis, statements of 
peacetime and mobilization requirements 
computed and submitted in accordance 
with policies and procedures estab- 
lished by the Assistant Secretary of 
Defense (Supply and Logistics). 
Collate net requirements for procure- 
ment purposes by the Agency. 


Receive from military departments re- 
quirements for Mutual Defense Assist- 
ance and civilian aid programs. 


Procurement 


ae Conduct or direct procurement, world- 


De 


wide, pursuant to the provisions of 
the Armed Services Procurement Regu- 
lation (ASPR), and Navy Purchase 
Directive, including contract admin- 
istration, as a single service purchase 
assignment to the Single Manager for 
all petroleum and petroleum products. 
Designate those items to be procured 
locally. 


Obtain and furnish to the military 
departments procurement and pro- 
duction data for use in requirements 
and supply studies. 


Inspection 


Direct the program of procurement 
inspection world-wide, utilizing 
established inspection services and 
facilities to the maximum degree. 
Assign responsibilities for making 


procurement inspections. 


ae 


De 


De 


ae 


5, Stor 


a — 


Provide requirements and Other 
data on a cyclical basis as 
requested and directed by the 
Single Manager. Also report 
significant changes as they 
occure Furnish necessary data 
including basic assumptions a 
factors upon which the requir. 
ments were premised, to the 
Single Manager to enable hin 
to review and comment on the 
requirements. 


De 


Furnish Mutual Defense Prograns 
and Civilian Aid Progran requir. 
ments as necessary. 


Procure locally those itens 
designated by the Single Manager 
Conduct such central purchase 
as directed by the Single 
Manager. 


be I 


Request the Single Manager for 
any data regarding procurement 
and production required for 
use in requirements and supply 
studies. 


Conform with the program of 
procurement inspection in- 
cluding prescribed standards 
of inspection and perform 
such procurement inspections 
as ‘the Single Manager directs, 


De 


Ci 


nd other 
is as 
| by the 
report 


ary data, 
tions and 
| Tequire. 
© the 
le him 
On the 


- Prograns 
am requir. 


items 

le Manager, 
urchase 
gle 


ager for 
curement 
d for 


d supply 


am of 
in- 
dards 
rm 
ctions 
jirects, 


MILITARY 


5. Storage 


a. In collaboration with the military 
departments, review the require- 
ments for operating and reserve 
storage in Overseas commands and 
in CONUS and make recommendations 
thereon to the Assistant Secretary 
of Defense (Supply and Logistics). 


b, Contract for bulk commercial petro- 
leu storage On a world-wide basis 
and administer the contracts, This 
responsibility may be delegated to 
overseas commanders for specific 
areas when desirable. 


6, Inventory Control and Distribution 


a. Coordinate the distribution systems 
of petroleum and petroleum products 
for the Department of Defense. Co- 
ordinate or direct agreements, as 
appropriate, to insure the maximum 
of cross~servicing. Redistribute 
and dispose of stocks in overseas 
commands Only upon request and by 
agreement of the commander con- 
cerned. This latter action will 
be coordinated with interested 
military departments. Coordinate 
the redistribution of stocks in 
CONUS. 


b. Coordinate program for the po- 
sitioning of mobilization reserve 
stocks to obtain maximum avail- 
ability at minimum loss in the 
event of enemy attack, in accord- 
ance with Department of Defense 
policies. 


¢. Coordinate a world-wide system of 
uniform prices and pricing pro- 
cedures for cross-servicing in 
accordance with Department of De- 
fense Directive No. 7420.1. 
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Collaborate with the Single 

Manager in the review of re- 
quirements for operating and 
reserve storage in overseas 

commands and in CONUS. 


Submit requirements to the 
Agency for bulk commercial 
petroleum storage contract 
implementation except when 
this contracting responsi- 
bility has been delegated 
to appropriate overseas 
commanders. 


Provide such data as required 
by the Single Manager on 
distribution and redistri- 
bution of stocks so as to 
permit maximum coordination 
and cross-servicing. 


Collaborate with and provide 
such data as to departmental 
programs as required by the 
Single Manager for coordina- 
tion purposes. 


Collaborate with the Single 
Manager in establishment of 
prices for cross-servicing 
pursuant to Department of 
Defense Directive No. 720.1. 
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7. Research and Development 


Recommend to a military service or a4. 
services research and development 
into improved products, items, 
materials and methods within his 
commodity jurisdiction, He will 
be kept informed on research and 
development in his commodity area. 
Recommend to the Assistant Secre- 
tary of Defense (Research and 
Development) any changes in the 
overall programs he considers de- 
sirable, 


8. Cataloging and Standardisation 


a. 


Coordinate the Cataloging operations a, 
of the military services for petro- 
leum and petroleum products in 
accordance with prescribed Depart— 
ment of Defense policies and pro- 
cedures, and operations established 
for the Federal Catalog System; 
operate as a single Department of 
Defense submitting activity in the 
Federal Catalog Systen for petro= 
leun and petroleum products, 


Develop and direct a program of be 
standardization and of standards 

and specifications preparation and 
maintenance within over-all De- 
partment of Defense policies and 
guidance. 


9 Transportation 


Coordinate and arrange for re- ae 
quired tanker transportation for 

the movement of military petro- 

leum products in accordance with 
criteria and procedures estab- 

lished by the Executive Director, 
Military Sea Transportation Service. 





MANAGEMENT 


Initiate requirements for 
research and development, and 
perform research and develo. 
ment, The services may — 
initiate and perform researc) 
and development in areas of 
peculiar interest to their 
requirements in accordance 
with established coordinating 
procedures, 


ll 


Perform those functions of the 
Federal Catalog System for 
petroleum and petroleum prod 
ucts as prescribed by the 
Single Manager; utilize Federg 
Catalog Data as the prime 
identification date in all 
supply and logistics operation, 
consistent with Department of 
Defense policies, 


Accomplish such standards en 
specifications work as is gs- 
signed by the Single Manager, 
Inform the Single Manager of | 
use needs, and recommend or 
concur in adoption and stand 
ardization or rejection of 
petroleum and petroleum products, 


Obtain required transportation 
or traffic management services 
in accordance with criteria ad 
procedures established by the 
Single Managers for Military 
Traffic Management, Militery 
Sea Transportation Service, and 
Military Air Transport Service, 
when appropriate, or as may 
otherwise be authorised by the 
Secretary of Defense, 
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Commercial Facilities and Services 
Comerc> SO 


Contract for commercial petroleum a. 
gervices on a world-wide basis, 

except that each military depart- 

ment may contract for into-plane 
refueling service at individual 

air stations or bases where the 

fuels are government furnished. 


ll. Personnel and Training 


Provide a civilian personnel pro- a. 
gram and training standard for 

all personnel assigned to the 

Single Manager. Personnel re- 
quirements peculiar to a partic- 

ular military department will be 
considered in the development of 

the program and incorporated 

therein by the Single Manager. 


Coordinate departmental require- b. 
mente for and implementation of 
training provided by the petro- 

leu industry. Review training 
programs of the services and 

recommend measures to provide 

for maximum cross-servicing in 

the training of wits amd indi- 

viduals within available depart~- 


mental facilities in CONUS. 


Assist the military departments Ceo 
in obtaining their needs and re- 
quirements for personnel and con- 
sulting services through their 

contacts with the petroleum 

industry and organizations. 


Forward requirements for 
commercial petroleum serv- 
ices to the Single Manager. 


Advise the Single Manager of 
personnel requirements pe- 
culiar to the military depart- 
ments. Existing civilian per=- 
sOnnel and training offices 

of the military services will 
be utilised in carrying out the 
civilian personnel and training 
program. 


Submit departmental require- 
ments for training by industry 
to the Single Manager for co- 
ordination and collaborate with 
the Single Manager to insure 
implementation of a well in- 
tegrated industry training pro- 
gram. Provide for maximum 
cross~servicing in the training 
of units and individuals within 
available departmental fa- 
cilities in CONUS. 


Coordinate requirements for 
personnel and consulting serv= 
ices to be obtained from 
industry with the Single 
Manager. 








360 





MILITARY SUPPLY MANAGEMENT 


12. General 


ae 


De 


Prepare and prescribe such reports a. 
as required to perform Single 

Manager responsibilities or as 
required by the Office of the 
Secretary of Defense. 


The Single Manager is authorized De 
and expected to communicate di- 
rectly with organizational ele- 
ments of the military departments 
and with the Area Petroleum 
Offices in overseas commands to 
carry out the responsibilities 
assigned in this Directive. 
Matters concerning petroleum 
policies affecting the Depart- 
ment of Defense or other govern- 
ment agencies and departments 
will be referred to the Assist- 
ant Secretary of Defense (Supply 
and Logistics). 


Provide such infornati 
to the Single Manager 4, 
may be required, 


Cooperate with the Single 
Manager in the Performance 
of these operations, 
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crn DEPARTMENT OF DEFENSE 


z DIRECTIVES SYSTEM TRANSMITTAL 


Tr acnwenTs 


Pages 9 and 10 to DoD Directive 5160,18, July 24, 1956 


INSTRUCTIONS FOR RECIPIENTS 
The following page changes to Department of Defense Directive 5160.19, "Single 
Manager Assignment for Petroleum", dated July 24, 1956, have been duly 
authorized: 
PAGE CHANGES 

Remove: Pages 9 and 10 


Insert: Attached Pages 9 and 10 


Change, which appears on Page 10, is indicated by marginal asterisks, 


(Note: The only change is as follows:] 


Vi. IMPLEMENTATION 


ae 4 & & a 

C. Within ninety (90) days, regulations, procedures, organizational 
arrangements, and adjustments among military services as to per=- 

sonnel, personnel spaces and funds, required to implement the 

provisions of this Directive, will be developed and coordinated 
with the military services by the Single Manager and tranamitted 
to the Office of the Secretary of Defense for approval. The 
Assistant Secretary of Defense (Supply and Logisties) will 
coordinate the approval of such matters with other cogiisant 
elements of the Office of the Secretary of Defense. 


jf, ey” 9 ee 


MAURICE W, ROCHE 
Administrative Secretary 


SD ate 106.1 PREVIOUS EDITIOwS AME OBSOLETE 














MILITARY SUPPLY MANAGEMENT 
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ATTACHMENTS 


None 


INSTRUCTIONS FOR RECIPIENTS 


The following pen changes to Devartment of Defense Directive 5160,18, "Single 
Manager Assignment for Petroleum", dated July 24, 1956, have been duly authorized: 


PEN CHANGES 


Page 1, Reference (a) - 
"November 17, 1952". 


Delete: 
"January 5, 1957", 


Insert: 
Page 1, Reference (c) - 


Delete: "February 1, 1954", 
"December 19, 1956". 


MAURICE W, ROCHE 
Administrative Secretary 


ARE OPSOLETE 


WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED. 


PREVIOUS EDITIONS 


SD . its. 106-1 
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DEPARTMENT OF DEFENSE 
DIRECTIVES SYSTEM TRANSMITTAL 


weer . olay 
5160.18 - Ch 3 March 17, 1959 5100 


sTTacMMENTS 











None 













INSTRUCTIONS FOR RECIPIENTS 


The following pen changes to Department of Defense Directive 5160.18, "Single 
Manager Assignment for Petroleum", dated July 24, 1956, have been duly 
authorized pursuant to the provisions of Secretary of Defense memorandum 
dated August 13, 1958, subject: "Committees": 






PEN CHANGES: 





Pages 2 and 3, Section II - Definitions, delete subsection D - Adminis- 
trative Committee. 


Re-letter subsections E through H to D through G, respectively. 


Page 5, Section V, A - Organization and Management, delete paragraph 5. 
Insert new paragraph 5 to read as follows: 


"5, Provide for direct coordination on matters connected with the 
operation of the Agency as prescribed by reference (b)."' 















Annex A, Page 1, delete subparagraphs 1.d, under both Single Manager 
and Military Services columns, 


Insert new paragraph l,d, under Single Manager column; 
"d, Establish direct coordination with the military departments 
on matters connected with the operation of the Agency," 
Insert new paragraph 1,d. under Military Services column: 
"d. Designate departmental representatives for direct coordination 
and liaison on matters connected with the operation of the 


Single Manager Agency," 


MAURICE W, ROCHE 
Administrative Secretary 


WHEN PRESCRIBED ACTION HAS BEEN TAKEN, THIS TRANSMITTAL SHOULD BE DESTROYED 


§D 2. 106-1 revs EOUTORS nt USENET 


41742 0O—59—24 
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SUBJECT 


II. 


4 
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December 19, 1956 
NUMBER 7420.1 


Department of Defense Directive 


Regulations Governing Stock Fund Operations 


Refs.: (a) DoD Directive 74,20,1, subject as above, (reissued herein 


to reflect ameniments since February 1, 195) 


(b) DoD Instruction 7420.2, "Regulations Governing Stock 


Fund Operations - Inclusion of Cost of Transportation 
to First-Destination as Element of the Standard Price 
of Stock Fund Materiel", February 1, 1955 


(c) Assistant Secretary of Defense (Comptroller) memorandum, 


"Stock Fund Pricing", February 2, 1951 (Cancelled by 
(a) above). 


ESTABLISHMENT OF STOCK FUNDS 


A. 


Section 405 of the National Security Act, as amended, 
authorizes the Secretary of Defense to require the 
establishment of working-capital funds in the Depart- 
ment of Defense for the purpose of financing inventories 
of such stores, supplies, materials, and equipment as 
he may designate. 


Pursuant to such authority there has been established in 
the three military departments consolidated working-capital 
funds to be known as “Army Stock Fund", "Navy Stock Fund", 
"Marine Corps Stock Fund", and "Air Force Stock Fund", 
respectively, hereinafter termed "Stock Funds". Each fund 
shall consist of unexpended balances of cash on deposit in 
the Treasury; accounts receivable; stocks of supplies, m- 
terials, and equipment; and all other current assets pertain 
ing to or acquired in the financing of such stocks; subject 
to all liabilities incurred in connection with such financiy, 


AUTHORITY FOR REGULATIONS CONCERNING OPERATIONS OF STOCK FUNDS 


A. 


Section 405(g) of the National Security Act, as amended, | 
authorizes the Secretary of Defense to issue regulations 
“to govern the operation of activities and use of inven- | 
tories authorized by this section, which regulations my, 
whenever he determines the measures set forth in this sub- 
section to be required by the needs of the Department of 
Defense, and when such measures are autnorized by lev, 
permit stores, supplies, materials, and equipment to be 
sold to .... purchasers or users outside the Department 
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of Defense. In such case the working capital funds involved 
may be reimbursed by charges against appropriate appropriations 


6 or by payments received in cash." 
——— p. It is further provided in Section 405(e) “subject to the au- 
ee thority and direction of the Secretary of Defense, the 


Secretaries of the military departments shall allocate respon- 
sibility within their respective military departments for the 
e execution of functions which each military department is au- 
thorized by law to perform, in such a manner as to effect the 
most economical and efficient organization and operation of 
| the activities and use of the inventories for which working- 
capital funds are authorized." 


| he: 
"| oy, PURPOSE OF STOCK FUNDS 
ock 
‘tation A. It is the purpose of each Stock Fund: 
| Price 
1. To provide a simplified means for consolidated management, 


led by , financing, control, and accounting for the procurement and 
inventories of those items of materials, supplies, and 
equipment, the costs of which are chargeable, when issued 
for use, to a number of consuming activities. 


ded 

sae 2. To facilitate improved financial control of consumption of 

part- materiel included in such stocks through budgeting, fi- 

entories nancing, and accounting for the use of such materiel at 

nt as station ievel. 

ished in 3. To provide a means for financing the acquisition and holding 

ing-capital of stocks of those items of materials, supplies, and equip- 

ock Fund", ment which are distributed, in part, through sale to per- 

Fund", sonnel of that department or other agencies of the Depart- 

Bach fund ment of Defense (other than those items financed through 

ee in nonappropriated-fund activities such as exchanges), thus 

ae ‘aliais simplifying appropriation accounting and giving greater 

ks; subject financial flexibility in these operations than is available 

uch financin, by any other means. 

DOCK FUNDS B. The objectives of the use of Stock Funds in this manner may be 
summarized as follows: 

amended, 

ae: 1. Funds will be provided automatically for replenishment of 

ions my, | stocks through reimbursement of the Stock Fund for 

1 this sub- materiel consumed or sold. 

‘tment of 

ny law, 2. There will be no deterrent and no incentive to place obli- 

a gations other than when required because of the availability 


or nonavailability of appropriations. 





. 
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Obligations for purchases of Stock-Fund items WAY sone. 
times be timed (without speculation) to take advantage 
of favorable prices, when such timing would be ip. 
possible if the items were financed under limitation, 
of annual appropriations. 


To the extent otherwise deemed appropriate, single. 
service supply, or cross-servicing between the depart. 
ments, is facilitated in the case of those supply itey 
financed under Stock Funds, because such stocks may te 
procured from, and “pooled” under, one fund by the 
department responsible for storage, with avoidance of 
separate accounting for procurement of stocks for ay 
by several owners. At the same time the consumer ge;. 
vices will have the funds to pay for materiel ordered, 
thus providing assurance that their orders will be 
filled. 


The financing and accounting for materials, supplies, 
and equipment procured and held for the reserve forces 
(civilian components) or other users of common items 


within the military department are simplified similarly, 


The financing through a Stock Fund of mobilization re. 
serve stocks of consumable materials and supplies 
results in their protection for the use for which they 
are intended, because they cannot be diverted to meet 
current needs without provision for replacement throw 
reimbursement from current appropriations. 


The institution of the requirement for financial contn) 


over the cost of consumption of materiel carried in 
Stock Funds, as a part of the normal processes of 
budgeting and control over the expenditure of appropri: 
ated funds, is a force for greater cost consciousness, 


economy, and efficiency in the use of such materiel th 


does not exist when financial control over materiel is 
confined to procurement requirements. 


The use of a Stock Fund can be made a force for close 
control over stocks of the respective items of materiel 
carried in the fund through the control over financial 
resources of the fund in relation to supply require- 
ments. This use of the fund will provide an automatic 
incentive for limitation of inventory levels, better 
balanced inventories, and limitations of procurement 
requirements of peacetime operating stocks. 
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9. One result of the Stock Fund device is that budget 


estimates and reported costs of materials, supplies, 
and equipment issued from the Stock Fund are stated 
upon the basis of consumption rather than purchase. 
This is a better measure of performance costs of 

those activities which use such materials and supplies. 
By this device the use of the accrual basis of account- 
ing for appropriations is provided in a relatively 
simple manner. This will aid in financial control of 
the costs of operating all activities, including 
budgetary reviews of all programs. 


the |, WASAGEMENT OF DEPARTMENTAL STOCK FUNDS 
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A. The management of departmental Stock Funds shall be vested 


in the respective military departments under the supervision 
of their respective Secretaries, subject to the broad di- 
rection of the Assistant Secretary of Defense (Comptroller) 
with respect to fiscal management, and to the broad direction 
of the Assistant Secretary of Defense (Supply and Logistics) 
with respect to procurement and supply management. 


Within each military department, the responsibility for Stock 
Fund management shall conform to departmental policy and 
assignments of responsibility for fiscal and supply manage- 
ment. While these Regulations shall not be construed as 
modifying basic departmental policies relative to the 
Secretary's or staff direction or supervision over, or to 
technical guidance of fiscal, procurement, or supply activ- 
ities within the departments, it is necessary to set forth 
certain minimum standards with respect to these matters from 
the standpoint of the application of such departmental 
policies to management of Stock Funds, as follows: 


l. If responsibilities for supply management and control 
are vested in more than one organizational element of 
a department, the Stock Fund of such department shall 
have separate divisions for each major organizational 
element in which the Stock Fund is utilized. Each 
organizational element directly responsible for supply 
management and control of a Stock Fund Division is 
hereinafter referred to as an operating agency. Ordi- 
narily such operating agencies would be a technical 
service of the Army, a Bureau of the Navy, or the Air 
Materiel Command of the Air Force, and any single 
category of items would not be carried in more than 
one Stock Fund Division in the same department. Each 
operating agency shall be responsible for financial 
control, including budgeting and accounting for the 
fund, or segment thereof, for which it is responsible, 
including the property of the fund. 
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Subject to the authority and control of the Under 
Secretary or Assistant Secretary responsible for fisca) 
management, the Comptroller of each military department 
in cooperation with the staff elements concerned wit) F 
direction of supply management and the operating agencies 
directly responsible for management of the Stock Fund oy 
Divisions thereof, is responsible for the development of 
fiscal procedures, the installation of accounting 5 
audits, and for reviews of Stock Fund budget pro 
fiscal operations. 


ystens, 
grams ani 


V. STOCK FUND CHARTERS 


A. 


When it is believed by one of the military departments, or }, 
the Assistant Secretary of Defense (Comptroller), that the — 
objectives of the use of Stock Funds will be achieved in om 
or more specific areas of supply operations, a charter shaj) 
be prepared by the military department to govern such oper. 
ations, subject to the provisions of these Regulations, 
Approval of the charter by the Assistant Secretary of Defeng 
(Comptroller), with the advice of the Assistant Secretary of 
Defense (Supply and Logistics) shall be required before 
commencement of operations. 


Each Stock Fund charter shall be prepared in such form and 
detail as may be prescribed by the Assistant Secretary of 
Defense (Comptroller) and shall include the following as « 
minimum: 


le 


26 


Designation of the operating agency directly respon- 
sible for management of the Stock Fund or of a speci- 
fically designated Division thereof. A statement of 
departmental organizational relationships in Stock 
Fund management may be included if desirable to clarify 
any possible doubts or uncertainties, or if required to 
assure proper functioning of the Stock Fund. 


Description of the categories of items of materials, 
supplies, and equipment to be included in the Stock 

Fund or the specifically designated Division thereof. 
(For definition of "category" see Section VII, Para- 
graph A.) 


Designation of the location of stocks to be included in 
the respective categories. 


Statement of any specific exceptions to the provisions 
of these Regulations. 





VI. 
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r ¢. In support of the application for a charter, the following 
. i hall be furni 
> fiscal information s nished to the Assistant Secretary 
artnent of Defense (Comptroller), under Report Exemption Symbol 

i with | pD-Comp(EX )4+. 

5 agenci, 

; Fund 1. Complete justification of estimated working capital 
pment of requirements and cash to be allocated, including 

ig Bystens, explanation of factors or basis upon which calculated. 
SYAMs ani 


2, Statements regarding any vroposed stock withdrawal 
credits to be established and obligations to be 
essumed under procurement contracts for goods not yet 

| received, if any. (See Section VI, Paragraphs F and 
its, or by | G. ) 





at the 

2d in one | 3. Information as to the expected dollar volume of issues 
er shal) | and sources of reimbursements during the current fiscal 
sh oper. year and future fiscal years for which budgets have 

ns, already been prepared. 

of Defense 

retary of 4. Justification of any exceptions to the provisions of 
fore these Regulations. 

5. Explanation and comparative analysis of required changes, 
orm and | if any, in organizational and working relationships in 
ary of the operating agency and field organization of the 
ng ase | department. 

D. The addition or discontinuance of any category of items to 
spon- be financed under the Stock Fund, or Division thereof, shall 
speci- be made only in consonance with appropriate revisions of the 
ot of charter and subject to the approval of the Assistant Secretary 
ock of Defense (Comptroller). However, this shall not require 
clarify charter amendments or approvals for routine reclassifications 
uired to of individual items between categories of materiel, which are 

either within, or in part outside, the Stock Fund. 
lals, VI. ASSETS AND LIABILITIES OF STOCK FUNDS 
tock 
ereof,. A. The General Accounting Office and the Treasury Department 
Para- have established the following Treasury account symbols 

for the Stock Funds: 
luded in Symbols Name 

17X4911 Navy Stock Fund (cash) 
visions 17Xx4913 Marine Corps Stock Fund (cash) 
21X4991 Army Stock Fund (cash) 


57x4921 Air Force Stock Fund (cash) 
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Administrative subdivisions of the departmental Treas 
cash account shall be established for each Stock Fund 
Division; these shall be termed "Division Cash Accounts" 
Any portion of the consolidated cash account of each Stuck 
Fund which is not allocated to a specific Division Cagp 
Account shall be considered to be held in reserve, 


All cash receipts of all Stock Fund Divisions of each 
departmental Stock Fund shall be credited to the conso]ji. 
dated cash account, and all disbursements for such division 
shall be drawn against that consolidated cash account, byt | 
such transactions shall be recorded in the cash account of 
each Stock Fund Division in such a manner that the aggre. 
gate of the transactions and balances of the several Divi. | 
sion cash accounts and the unallocated reserve shall be ip 
agreement with the transactions and balances of the congo]i. 
dated cash account. 


Each department is authorized to capitalize stocks of mite. 
rials, supplies, and equipment on hand for each Division of 
the Stock Fund authorized to be operated pursuant to 
Section V of these Regulations. As provided by Section 
405(h) of the National Security Act, as amended, no 
appropriation may be credited with any amount in con- 
nection with the capitalization of inventories in working 
capital funds. 


Other assets of each Stock Fund Division shall include 
amounts due for stocks issued after commencement of oper- 
ations, pending reimbursement. Such amounts shall be 
termed “accounts receivable”. 


Normally, no liabilities will be assumed in connection with 

the capitalization of inventories and allocation of cash 

for any Division of a Stock Fund, except such withdrawal 
credits as may be established in accordance with Paragraph i 
below. Expenditures for goods under pre-existing purchase 
obligations will be paid from appropriations against which VI. 
the obligations were originally incurred, except as may be 
provided to the contrary through Stock Fund charters. 
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ssury G. Accounts payable for all purchases of stocks included under 
1d each Stock Fund Division shall be recorded as goods are 
ints" received (less applicable progress payments), in order 
that the inventory accounts chall reflect the cost of such 
2 Stock goods at the time received (subject, of course, to adjust- 
ash ments from actual to standard costs). This will leave the 
Stock Fund obligation accounts reflecting only the con- 
tractual obligetions for goods which have not yet bern 
ch received. 
nD . 
tines H. The circumstance eee in some cases, when new or 
nt, but | additional items or classes of materiel are capitalized 
: under a specific Stock Fund Division, that current appropri- 
Ount of ations will not be available in amounts adequate to cover 
aggre- payments to the Stock Fund in reimbursement for materiel 
1 Divi. | subsequently issued. This may be due to the fact that such 
1 be in appropriations were made in contemplation of usage without 
Consol. | ere of Tr — red from eof abnorea ak : SERFOLESESROOS 
or it may be due tc purchase e of abnormally large quantities 
| of stocks from the current propriations before capitaliza- 
f tion of inventories under the Stock Fund. In this event, 
Of make when approved by the Assistant Secretary of Defense 
ision of (Comptroller) after consulting the Bureau of the Budget 
‘0 concerning its relationship to apportionments of current 
tion eppropriations, an amount not to exceed the total of such 
) materials, supplies, and equipment, priced at standard, may 
n= be credited in the Stock Fund to the account of the agency 
rorking originally financing the acquisition of such stocks; this 
credit will be available for the withdrawal of such stocks 
without reimbursement until the first fiscal year for which 
@ budget can be prepared making provision for payment. The 
“ude next budget shall include provision for payment of the cost 
: oper- of all materials, supplies, and equipment acquired from the 
be Stock Fund, and there shall be no further free issues after 
the commencement of the fiscal period covered by the next 
budget, regardless of the special withdrawal credit establish- 
bion with ed as indicated above. Any unused balances of these special 
P cash withdrawal credits will be cat ee to the fund capital 
account. Withdrawal credits shall be adjusted in amount 
irawal corresponding to revisions, “if any, of standard prices of 
a inventories related thereto. 
purchase 
st which VII. CRITERIA TO BE OBSERVED IN DETERMINING CATEGORIES OF ITEMS TO 
s may be BE INCLUDED IN STOCK FUNDS 
rse 
A. The determination of which items of materials, supplies, and 


equipment shall be included or excluded from a Stock Fund 
shall be made by category of materiel and not by individual 
items, subject to such exceptions as are hereinafter set 
forth. The term "category" shall be considered to mean 
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the standard materiel groupings or subgroupings which may be 
used by the military departments for assignment of supply 
management responsibilities to organizational elements, 


In accordance with Section III, the bagic criteria for deter. 
mining categories of items to be financed in any Divi 
the Stock Fund are the facts that:(1) the cost of itens of 
such categories when issued for use are chargeable to a 
number of consuming activities; or (2) the items of such 
categories are held primarily for sale to personnel of tip 
department or personnel of other agencies of the Departmen 
of Defense. 


Sion of 


In general, there must be a recurring demand for the iten; 
of any category of materiel held by a Stock Fund so that tp 
Stock Fund investment therein shall not become frozen, Ty; 
is sometimes referred to as "the general prudential rule," 


Generally, the items which may be included in Stock Funds | 
shall be confined to those held for issue for supply pur. 
poses and not extended to include those held for capital 
investment or for use. In this connection the following 
types of items shall be excluded: 


l. Real estate, installed equipment, industrial and 
similar machinery and equipment issued and in use 
or held in stores for future use. 


2. Aircraft, ships, tanks, military type vehicles, 

artillery, and similar items. 
Although it is difficult to draw a specific line, this par. | 
graph shall not be construed to prevent including in Stock | 
Fun¢é3 components of the foregoing items or relatively minr | 
items of equipment, if there is a recurring demand for then, | 
so long as they are held in stores and are not in use. 


Notwithstanding the general rule that determination of item 
of materiel to be included in Stock Funds shall be made by 
category, any individual item shall be excluded from a Stock 
Fund if it is not fully developed for use or application ani 
there is a major contingency that it will not be stocked as 
standard material for continuing use. 


Normally, standardized specifications for items included in 
a Stock Fund should be available. Non-standard items my 
be included only pending standardization or when stocked as | 
substitutes for standard items. Each military department 
shall require the forced usage of such non-standard items 
when necessary to prevent losses or frozen inventories in 
the Stock Fund. 
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The Stock Fund shall not be used for financing the purchase 
of and investment in stocks for resale to personnel of the 
Armed Services primarily for their personal convenience, 
with a mark-up over cost to cover welfare contributions, 
except to the extent that existing legislation authorizes 
such financing. 


Stock Fund charters shall prescribe the level and extent of 
stock distribution covered; i.e. depot or local activity -- 
zone of interior only or world-wide. So far as practicable 
all depot stocks of the respective categories financed by a 
Stock Fund should be included without geographic restriction. 
The requirement for inclusion of overseas-depot or local- 
activity stocks would depend upon several factors, including 
relative significance of such stocks from standpoint of over- 
all supply management; accounting difficulties arising from 
absence of adequate staffing or equipment; nearness to com- 
bat zones, etc.; and whether or not such stocks are held in 
part for sale to personnel (if held for sale, they should 
generally be included). 


Whenever any category of items of materiel is included in a 
Stock Fund, mobilization reserve stocks of that category 
shall be included also. 


VIII, PRICING OF STOCK FUND MATERIEL 


A. 


The following general policies shall govern the establish- 
ment of Stock Fund prices: 


1. Each item finaneed under a Stock Fund shall have a 
single standard price which shall be used for both 
inventory accounting (including the determination of 
losses, gains, or adjustments) and for effecting reim- 
bursements for sale or issue, excepting as hereinafter 
provided in 4. below. 


2. Standard prices shall be reviewed whenever necessary 
but at least annually with revisions to price lists 
issued as frequently as required by sound business 
practice. 


3. The standard price of each item shall include the 
following elements: 


a. The current market or production cost of the 
item at the time the price is established. 
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be The transportation costs for the item from many. 
fucturer or contractor to the first point of 
destination within the Stock Fund supply systep 
and in the case of single manager stock fund 
divicions, the additional transportation costs 
between single manager depots and from such 
depots to the consuming service inventory loca. 
tions within the United States. 


ce. A surcharge to compensete the Stock Fund for al) 
foreseeable net losses and authorized expenses 
relating to such item. 


For sales purposes, price reductions from standard wi)) 
be made when there is a determination that there is ay 
actual difference in utility or desirability of an ite 
due to age, condition or model; for bulk sales and 
under inter-departmental supply support agreements re. 
quiring adjustment of surcharge elements in order to 
equate prices regardless of the method of procurement; 
and for excess stocks as provided under Section XII 
hereinafter. 


The expense of procurement, warehousing, listribution, 


repacking and handling, or any other function of supply’ 


administration pertaining to a Stock Fund ite will not 
be financed from the Stock Fund or included in the sta. 
dard price of the item but will be charged to appropri- 
ations made specifically therefor. may be subject 
to minor exceptions, as specifically authorized.) 


tae 


~-_~ 
a 
- 
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general policies stated under Paragraph A are based upn 
following objectives or purposes: 


Standard pricing has been adopted for Stock Fund oper- 
ations because of the advantages it provides over other 
inventory pricing methods in promoting uniformity, 
accuracy, and simplicity in both the accounting and 
inventory control functions and the resultant econony 
of administration. Standard pricing facilitates cross 
servicing, and prevents the use of different prices for 
materiel held for different purposes, such as mobiliz- 
tion reserve stocks as compared to operating stocks. 
The requirement that Stock Fund prices shall be reviewe 
periodically for items currently being procured and re 
visions made normally once a year or more or less fre- 
quently, depending on the significance of fluctuations 
in market prices or relative investment in inventory, 1s 
for the purpose of assuring that the capital of the 
Stock Fund will not be impaired by reason of price 
fluctuations and that the inventory va rf 
will be stated in terms of current economic levels. 
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By basing the standard price of an item on the current 
market cost, the Stock Fund will recover upon sale or 
issue of such item the amount in dollars required to 
replace the item in inventory and thus preserve the 
integrity of the fund in the sense that it is self-per- 
petuating in terms of the physical or quantitative 
corpus of each item for which there is a replacement 
procurement program. The full cost of replacing Stock 
Fund inventories will be passed on to Stock Fund 
customers without increase or reduction, except as 
provided in Paragraphs A.4 and C.5 herein. The use 

of the current market cost also provides the most 
practical and simple method of preserving a stable 

and proper price relationship between similar items 

and between values of related classes and categories 

of materiel. The use of current market cost simplifies 
the preparation of budgets for customer appropriations 
and places the cost of Stock Fund materiel in such 
budgets on the same current economic level as other 
pudgetary costs. 


The requirement that first-destination transportation 
costs be included in Stock Fund prices permits procure- 
ment on the most economical basis regardless of point 
of delivery and without distortion of prices. This 
policy assures that no matter whether materiel is pro- 
cured f.0.b. point of origin or f.o.b. destination, it 
is priced the same to the consumer. The inclusion of 
transportation costs in prices of single manager items 
from the producer to consuming service inventory loca- 
tion simplifies accounting, disbursing, pricing and 
budgeting. 


By including a surcharge in the standard price to 
compensate the Stock Fund for such net losses as are 
foreseeable, and certain authorized expenses, the 
impairment of the capital of the stock fund is avoided 
and such normal costs and expenses are passed on to 
Stock Fund customers. Since foreseeable losses are 
usually those over which supply management has some 
degree of control, the use of a surcharge also provides 
& means for measuring the effectiveness of such contrel. 
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6. The requirement that reduced sales prices shall be estab. 3. 
lished and published for materiel when there ig a deter. 
mination that there is an actual difference in utility 
or desirability of an item due to age, condition or 
model is for the purpose of recognizing the relative 
value in use of the varying degrees of serviceability or 
utility of such materiel to the potential customer an 
to encourage supply economy through the usage of such 
materiel where suitable. 


7. The exclusion from Stock Fund prices of expenses incidey 
to supply administration in connection with Stock Ama 
operations is for the purpose of preserving Congression| 
control over such operations and also to make it unneces. 
sary to separate the costs of Stock Fund operations fy, 
those relating to non-stock fund inventories. 


In operations of the magnitude and complexity of military h, 
Stock Funds, it must be recognized that pricing policies | 
cannot be applied with mathematical preciseness. The 

policies stated under Paragraph A must be considered in 

the light of the purposes described under Paragraph B with 
reasonable latitude and judgment exercised in their appli- 
cation. The practices described in this subsection will tb 
considered as in conformity with the stated policies. 


1. Although a single system-wide standard price will norm) 
be used at the outset for materiel that is procured, cu 
trolled, and distributed from a central point, standari 
prices may be established on a regional or local basis | 
for materiel categories or classes where justified by | 
geographical cost differentials, procurement, or dis- 
tribution practices. 


2. The frequency of review and revision of standard prices 
will vary by category, class or item dependent upon 
sound business practice. For those categories, classes, 
or items in which the investment is heavy or the price 
variations are frequent or violent, price reviews and 
revisions will be made often. Suitable criteria will 
be developed for each materiel category in order that 
fluctuations in current market prices, which are of 
relatively small consequence in achieving the purposes 
or objectives set forth in Paragraph B, will not result 
in unproductive work in adjusting prices on the records 
of field activities. For clothing items under monetary 
e@llowances held for sale to military personnel, changes 
in the standard prices will be made only in consonance 
with simultaneous changes in clothing allowances which 
will in turn be predicated on such standard prices. 
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In determining the current market price of an item, it 
will be necessary to consider the quantity in which it 

is normally procured. Since prices sometimes vary 
markedly for different vendors within a single normal 
procurement lot, it will be necessary in such cases to 
determine the average of such prices. The current market 
price used in establishing the standard price of an item 
must be supported by evidence such as representative 
recorded recent procurement (including prices on material 
inspection and receiving reports), current manufacturers' 
price and discount listings, recent procurement of similar 
items within the same group, subgroup or class, market 
price quotations, or production cost records. In the case 
of items not being currently procured, the former standard 
prices (when last determined under then current procure- 
ment) shall be continued. 


The element of the standard price representing the cost 

of transportation may be established on an actual, esti- 
mated or an apportioned basis. Normally, such costs will 
be determined by a percentage factor based upon recorded 
experience. If estimates are used, they should be adjust- 
ed to recorded experience as soon as practical. No trans- 
portation cost accounting is required when the materiel is 
procured f.o.b. destination since the purchase price in- 
cludes transportation costs. 


a. First-destination is considered to be the point at 
which the materiel, in the form required for use, is 
first received from f.o.b. point of origin for use or 
storage for subsequent distribution in the Department 
of Defense supply system. First-destination transpor- 
tation will include costs to and from processors such 
as shipment of textiles to clothing contractors and 
the return to depot storage, but will not include other 
intradepartment or interdepartment transportation 
costs within the Department of Defense. 


be When materiel is procured within the continental 
United States first-destination transportation costs 
will be included on the following basis: 


(1) First-destination transportation costs will 
include all inland transportation costs by 
land, air, and inland and coastwise water- 
ways when delivery from f.o.b. point of 
origin is to points of use or storage within 
the continental United States. 








378 





MILITARY SUPPLY MANAGEMEN’ 


(2) First-destination transportation costs may | £ 
include additionally ocean transportation 
by vessel or air and foreign inland trans- 
portation when delivery from f.0.b. point 
of origin is to overseas points of use or | 
storage. 


c. When materiel is procured outside the continenta] 
United States for delivery to a Department of 
Defense installation either within the continenta] 
United States or overseas, first-destination trans. 
portation costs may include ocean transportation ang 
inland transportation in continental United States 
and overseas from point of origin to a Department of 
Defense installation for use or storage. 


de In the case of certain commodities, such as bulk 
fuel when shipments from storage are often combined 
with deliveries from contractors to points of use or 
other storage, it may be impractical to identify 
first-destination costs. In such cases first-desti- 
nation transportation costs may include all transpor. 
tation on such shipments. 


e. Transportation costs for the single manager stock 
fund divisions will include in addition to the first- 
destination transportation costs, those other trans- 
portation costs between single manager depots and 
from such depots to the consuming service inventory | 
locations in the United States. ( 


The surcharges included in the standard cost for losses 
and authorized expenses are for the purpose of recovering 
foreseeable net losses such as pilferage, shrinkage, damg 
deterioration, obsolescence, destruction by fire, dispossl, 
physical inventory adjustments, and similar losses. Such | 
losses do not include changes in the inventory valuations 5 
due to revisions of standard prices or purchase price vari- 
ances which do not affect holdings in terms of physical 
quantities of materiel]. The surcharge is not expected to 
recover abnormal losses such as those caused by major 
disaster or enemy action or losses from abnormal obsoles- 
cence on spare parts held for mobilization or economic 8 
reserve (see following paragraph). 
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Separate surcharge rates for losses may be established 

py stock category or by stock class to the extent 
warranted by differences in potential loss factors 
applicable to each. Normally the surcharge rates 

should be established to include potential losses on 

all current purchases. Potential losses on stocks on 
nand, acquired previous to the establishment of such 
rates, should not be considered as a factor in estab- 
lishing current surcharge rates for any type of stocks -- 
operating stocks, reserve stocks, or excess stocks. In 
addition, in event a surcharge rate would be unreason- 
ably high because of high estimated potential losses on 
current procurement of mobilization reserve stocks, it 
will be permissible to establish a reduced rate, pro- 
vided the surcharge rate for each category or class to 

be established shall include, as a minimun, estimated 
future losses on current purchases of operating stocks. 
The surcharge rates to be developed are a matter of judg- 
ment considering all pertinent experience data and po- 
tential loss factors. However, the surcharge rates used 
should be tested over the years through reviews and 
studies (including sampling) of procurement, issues, and 
losses covering the entire cycle of procurement and issues 
for specific items or stock classes. It is expected that 
the surcharge rate for each materiel catezory once estab- 
lished will not vary materially from year to year, except 
in unusual circumstances. The surcharge rates computed as 
above (even without allowance for losses of mobilization 
reserve stocks) will, however, be applied to all purchases 
and stocks previously acquired and on hand (including all 
reserve and excess stocks) so that all stocks are priced 
at the same standard price for each item. 


As an exception to the general requirement that a single 
standard price for each item shall be used for inventory 
pricing, notwithstanding condition, serviceable items in 
less than new condition held for sale to individuals may 
be reduced for inventory purposes to selling prices. 


Under certain circumstances interservice sales should be 
made at less than full standard prices. Prices for bulk 
sales should be reduced from standard prices by the sur- 
charge factors for losses included therein and for any 
significant change in the replacement cost when the item 
is being currently procured. The term "bulk sales" refers 
to transfers with reimbursement arranged at or above the 
supply control offices of the services of substantial 
quantities to another military department or government 
agency outside the Department of Defense or to another 
agency or program within the same military department. 


41742 O—59 25 
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Additionall;, under agreements where one nilitary 
department renders supply support for materiel, 
normally carried in its stock fund, to enother military. 
.cpartment, the price to the ordering department may he 
reduced to eliminate any surcharce for depot or retaj) 
losses or both, when such losses are not incurred fop 
the sales being made, in order to equate such prices y 
direct procurement prices. (The surcharge for losse 
should be estimated so far as feasible on a basis wt 


ri 
anticipates the volume of rrocurement for inter-servyi 
supply support on which losses are not anticipated ir 
the stock funds.) Reductions in prices for interservice 
sales should be applied directly to the amount billeg for 
each iten. 


a 
al 
° 
i. 


e 


The pricing policies, objectives and practices set forth una 
Paragraphs A, B, and C cbove are subject to such modificatio, 
or exception as may be necessary with reference to fiven cate. 
gories of materiel to conform to the requirements of lay, 


AUS 


IX. MANUFACTURING, PROCESSING, REPAIR, AND PRESERVATION OF STOCKS 


enone nappa mappa ens epeseeemeneiesnoeeatetisatl atresia eae NSESi nage 


A. 


When the value of items in a Stock Fund is increased by im). 
facturing, processing, or repair operations, the cost of suc; 
operations will normally be reimbursed by the Stock Fund, 
These charges will include repairs of stock fund items at 
posts, camps, stations, bases, etc. as well as at depots, 
except where such costs are comparatively insicnificant in 
amount and are inter-mingled with the costs of supply adminis. 
tration so that it is impracticable to make a separate accout. 
ing therefor; in that case operating appropriations may con- 
tinue to finance such repairs. 


xX. 


Normally, Stock Funds shall not be used to finance government | 
manufacturing or processing operations. Industricl Funds are 
designed for the purpose of financing such operations, inclui- 
ing major repairs and alteretions of materials, supplies, ani 
equipment. Where items are issued from the Stock Fund for 
manufacturing, processing, major repairs, or alteration at 
governnent establishments financed by Industrial Funds, the 
Stock Fund may be reimbursed from the Industrial Fund at 
prescribed standard prices. Items so manufactured or processei 
et Government installations financed by Industrial Funds may t 
acquired or reacquired by Stock Funds at costs determined by 
Regulations Governing Operations of Industrial Funds. As an 
alternative, such items, when so issued, may continue to be 
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accounted for under the Stock Fund as Government furnished 
material in hands of contractors, until returned to stock in 
the form of fabricated or renewed materiel having a higher 
value, at which time the standard prices thereof shall be 
increased appropriately. 


Normally, the cost of in-storage maintenance and preservation 
is considered as an element of supply administration expense 
and will not be financed from the Stock Fund but will be 
charged to appropriations made specifically therefor. (See 
Section VIII, Paragraph A.5). However, when so provided by 
a Stock Fund“tharter, such minor operating expenses will be 
permitted to be financed initially from the Stock Fund for 
recovery through addition of a surcharge in standard prices 
of materiel. 


Stock Fund items issued as government furnished material under 
commercial contracts for manufacturing or processing shall con- 
tinue to be accounted for under the Stock Fund while in the 
hands of contractors, if the end-product of the contract is 

to be returned to the Stock Fund. If the contract is financed 
from another appropriation or fund and the material required 

is a Stock Fund inventory item, such material shall be issued 
on a reimbursable basis to the contracting appropriation or 
fund from which it will then be supplied under the contract as 
government furnished material. Regulations established by 
appropriate authority relating to the accounting for govern- 
ment furnished material shall be applied to Stock Fund account- 
ing, except where inconsistent with the provisions of this 
Regulation. 


SALES, ISSUES, TRANSFERS, AND REIMBURSEMENTS 


X, STOCK SALES, ISSUES, TRANSFERS, AND REIMBURSEMENTS 


A. 


No materials, supplies and equipment held under a departmental 
Stock Fund or Division thereof may be issued or transferred 
unless the Fund is reimbursed, except as may be otherwise 
authorized by these Regulations. As directed or authorized 

by the chief of a technical service, bureau or command (having 
primary responsibility for the administration and management 

of a departmental Stock Fund or Division thereof) the Secretary 
of the Department, or the Secretary of Defense (as may be re- 
quired in accordance with Section 405(g) of the National 
Security Act of 1947, as amended), materials, supplies, and 
equipment authorized to be held under a Stock Fund may be 
issued to offices, agencies, and departments of the Department 
of Defense; other Government departments, agencies, or instru- 
mentalities; agencies of foreign, state, and local government; 
commercial firms, individuals and contractors as are authorized 
by law; provided, that sales to customers for which payments 
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will not be made from appropriations shall be for cag, e 
its equivalent in terms of usual commercial practices for 
extension of a reasonable period for payment, no { 
to 60 days, except as may be otherwise authorized by lay, | 


As a general principle, each Stock Fund Division shall ) 
reimbursed regularly (at least monthly) at standara Drie 
for materials, supplies, or equipment issued or transfer 
to other accounts such as Industrial Funds establisheg te| 
the financing of industrial- or commer@ial-type operaticy; 
The term "issues" is used herein to include any transfe, 
of property where Stock Fund ownership is terminated, 
whether or not immediate use or consumption is expectei, 


In order to provide for special emergencies, such ag ip 
event of floods or other disasters, the Secretary of ti, | 
military department concerned may authorize issues of 
materiel, as may be required in the circumstances, for 
subsequent reimbursement as soon as funds can be made 
available, if funds are not immediately available. 


Issues shall not be in excess of estimated current neey 
including maintenance of reasonable stock levels of 
activities not financed under Stock Funds. 


Issues of materials, supplies, or equipment held by the 
Stock Fund shall be effected and reimbursements made py. 
suant to regulations established by proper authority, | 
Such regulations shall require prompt billing and colle 
of accounts receivable within thirty days after billim, 


The method of effecting reimbursement to the Stock Pui, 
including shortcut procedures eliminating the use of 
Treasury checks wherever possible, shall be made in 
accordance with departmental procedures or Department-0: 
Defense-wide procedures established for facilitating 
cross-disbursing between military departments. Where rep 
bursements by ordering agencies are made by check with t 
use of Form 1080, it is expected that reimbursement shall 
be made promptly. The Comptroller of the Department of 
Defense may issue rules providing for the collection of 
such accounts by action of the agency furnishing the 
materiel. 
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No advances shall be required in connection with materials, 
supplies, or equipment ordered by any agency within the 
Department of Defense. Advances may be obtained from 
agencies outside the Department of Defense for materials, 
supplies, and equipment ordered by them pursuant to rele- 
yant authority. Such advances may be accounted for under 
the Stock Fund rather than as separate working-fund 


advances. 


H. Collections for the sale of materials, supplies, and equip- 
ment to agencies outside the Department of Defense, or to 
authorized personnel of the department or another military 
department, shall be handled and accounted for in accordance 
with regulations of the department responsible for manage- 
ment of the Stock Fund. 
sales to individuals on Stock Fund credit. 


I. Certain materials, supplies, and equipment may be issued or 
transferred without cash reimbursement against special with- 
drawel credits as provided by Section VI, Paragraph H. 


J. Transfers of property between two installations within a 
military department, both of which hold the items under the 
same Stock Fund Division, shall be accounted for as simply 
as possible without requiring reimbursement of the Stock 
Fund, but in a manner to account for all such transfers as 
property of the Stock Fund during the transit interval. 


K. Whenever Stock Fund materials, supplies, and equipment are 
sold to authorized personnel, or to other agencies or 
programs not financed by Stock Funds, at prices which in- 
clude costs not paid from the Stock Fund (for example, 
administrative or other overhead expenses, as specifically 
required by lew in some instances) the portion of such 
sales revenues estimated to be applicable to such other 
costs shall be reimbursed by the Stock Fund to the account 
of the appropriation or fund which finances those costs or 
to Miscellaneous Receipts of the Treasury, whichever is 
required by lav. 


RETURN OF MATERIALS, SUPPLIES, AND EQUIPMENT TO STOCK FUND 


A. As provided by Section 405(h) of the National Security Act, 
as amended, "The appraised value of all stores, supplies, 
materials, and equipment returned to (a Stock Fund) from 
any department, activity, or agency may be charged to the 
working-capital fund concerned end the proceeds thereof 
shall be credited to the current appropriations concerned; 
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the amounts so credited shall be available for expenditures 
for the same purposes as the appropriations credited," 


Except as hereinafter provided, no materials, supplies, an 
equipment shall be returned or delivered to stores of Stoc, 
Funds, except for credit to appropriations or other appli. 
cable accounts, as above provided. As required by Section 
405(h) of the National Security Act, as amended, this pro. 
vision is not applicable to the capitalization of inven. 
tories taken into Stock Funds either initially or ona 
piece-meal basis, as authorized by Stock Fund charters or 
amendments thereof; neither is this provision applicable 
to the receipt without reimbursement of materials, supplies 
and equipment excess to the needs of other departments and. 
agencies of the Government or the department concerned, 
(See Section XII.) Materials, supplies, anc equipment 
"rolled back" from overseas, or "found on posts," or other. 
wise returned to stock under conditions where appropriations 
which would be subject to credit cannot be identified, shal) 
be accepted without reimbursement. 


Materials, supplies, and equipment of categories carried ip 

Stock Funds, issued to using agencies but in excess of their 
current needs, shall be returned to the Stock Fund for 

credit if usable. However, tl 2 operating agency of a Stock 

Fund Division is not required to grant credit for return of 
materials, supplies, or equipment, if such materiel is in B 
excess of overall requirements, but may determine what 

credit shall be allowed, if any. 


Price lists will include, in an appropriate manner, prices 
normally allowable for reparable items which are returned 

in less than new condition, which prices will be less than 

the inventory standard price for new items. The prices 7 
allowable shall be established in consideration of discounts 

from the inventory standard price as may be appropriate for f 
resale and for the estimated cost of repairs considered on 
a category or cless basis in terms of the average condition 
of serviceability. 


DISPOSITION OF EXCESS, PROPERTY, AND SALES OF SALVAGE, SCRAP, EN, 


Excess property or stock funds shall be disposed of in ace 
cordance with established regulations issued by competent 
authority. As a general rule transfers vor sales of stock 
fund materiel excess to the needs of the Department of Defense 
or any agency thereof shall be made to other agencies of the 
Government on a reimbursable basis pursuant to the Fair Value 
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Code as published in GSA Regulations and as implemented 
by Department of Defense directives. This general rein- 
pursement rule is not applicable to property of stock 
funds in excess of the Mobilization Reserve of such 
equipment or materials transferred pursuant tc pro- 
visions of the Mutual Security Act of 1954, as amended, 
or to donations of surplus materiel of Stock Funds as 
authorized by law. Non-reimbursable transfers of 

excess property of stock funds are authorized in any 
case where it is first determined that the estimated 
cost of preparation for sale, demilitarization and 
handling would exceed the fair value proceecs of sale 

as calculated by the Fair Value formula. Moreover, in 
accordance with this principle, no charge should be made 
in any case where the transfer does not exceed $500 at 
standard price per requisition line item. In addition, 
to the extent that excess property declaration forms have 
been executed for items prior to inclusion in initial 
inventories capitalized in stock funds, such excess ma- 
teriel may be transferred without reimbursement. 


Proceeds from sales of salvage and scrap and excess 
property (including surplus property) shall be "credited" 
to working capital funds when such materials are held in 
working capital funds established under Title IV of the 
National Securit,” Act, as amended; such proceeds are not 
required to be deposited in the Treasury as Miscellaneous 
Receipts. 


The gross proceeds, if any, from sale, transfer, or other 
disposition of salvage and scrap and excess (including 
surplus) materials, supplies, or equipment held in a 
departmental Stock Fund at the time of sale shall be 
credited when realized to the Stock Fund (and to the 
administrative division thereof). Direct expenses 
applicable to such property disposals shall be borne 

by the appropriate Stock Find Division. Where svch 
proceeds are relatively insignificant, they may be deposit- 
ed in the Treasury in Miscellaneous Receipts rather than 
in the Stock Fund. 


Where property disposals of this type are made through 
General Services Administration or another Gov:rnment 
ageacy designated by it, as authorized by law, the dis- 
posal agency shall be requested hs tae the proceeds 
from sale, less its expenses, for receipt in the Stock 
Fund in which such property was held, except that when 
the military department concerned shall deem it exces- 
sively expensive, in relation to the net proceeds, to 
request such accounting for specific items or groups of 
items, no request shall be made » @nd such proceeds shall 
be deposited in the Treasury as Miscellaneous Receipts. 
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XIII. REQUIREMENTS FOR STORES ACCOUNTING 


A. 


The establishment of a satisfactory system of financia) », 
quantity accounting for stores is a prerequisite for ri 
complete establishment of Stock Fund opere+ions, 


The accounting for stocks of materials, supplies, and equ, 
ment (including government furnished materials) carrie | 
under a Stoc. Fund shall comply with regulations of the | 
respective military departments in which Stock Punds are | 5e 
utilized, and such regulations shall in turn be in ACcorin, 
with vepartnuent of Defense regulations for property acco, | 
ing pursuant to the requirements of Section 410 of the 
National Security Act, as amended. 


Until Department of Defense regulations on stores accoyt. 
ing are promulgated, the following minimum requirements 
shall be observed in accounting for stores under Stock 
Funds: 


——- 


6. 


1. Summary (or control) *<covats for tra.sactions and 
stock balances shall be weintained in financial tery 
by the stock classificatioas adopted for stack report. 
i.g purposes (or by more ceteailed classifications, if 
desired), but separate accounts shall be maintained 
under each such stoch classifi.ation for mobilizatio, 
reserve stocks. (Such separate accounts may be 
maintained on a "memorandum" or "statistical" basis 1 
at one or more central points este blished by the | 
respective operating agency. ) 


-> 


2. Stock transactions shall be summarizec. in financial 
terms not less frequently than monthly, for recordix 
in the aforementioned summary (or contrl) accounts, 
Such summarization may utilize manual, mechanical, 
or electrical methods and shall be susceptible of 
reference to the supporting documents. ' 


3. The financial accounts shall be so devised as to 
facilitate the preparation of monthly or quarterly 
financial reports as required under Section XVII. 


4, Detailed stock records (by items) shall be maintained 
in support of the summary (control) accounts referred 
to in Subparagraph l. above, but it will not be re- 
quired that the detailed item records show prices or 
the amounts of tue transactions in financial terms, 
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Such transactions may be priced solely on tre docu- 
ments or the summary listings referred to in Sub- 
nancia) paragraph 2. above. This requirement is not appli- 
a cable to retail activities, such as clothing sales 
stores, where transactions and inventory balances 
may be recorded in financial terms only without the 


4 Pa | maintenance of quantity data. 

ean | 5, All identifiable losses of materiel or dirposals for 

1n accorin, any cause, &s well as normal issues, shall be record- 

ty accou:,| ed prompcly and documented with forms showing author- 

of the izing or approving signatures except that sales 
stores may use cash registers or other appropriate 

6 accout. | mechanisms of control over issues. 

tee 6, Except when otherwise provided to meet the require- 
ments of the General Accounting Office, the original 

| documents supporting stock transactions shall be 

ns Gad retained at the site where the basic financial or 

ie stock records of the Stock Fund Division are main- 

xtions, rn tained. Where th> original documents are sent to 

intained the General Accounting Office, complete copies 

Dili zation thereof shall be preserved in lieu thereof. 

y be j 


L" basis 1, Periodic or continuous, rotating physical checks of 


y he stork items shall be made and the stock records and 

sumary (control) accounts shall be adjusted in 
neacin | accordance therewith. As a gereral rule, all items 
recording held in a Stock Fund shall be physically inventoried 
accounts, not less frequently than once each year. However, 
anical, 


exceptions to this general rule will be permitted 


met | to allow fur less frequent physical inventorying of 
certain types of items, i.e., relative slow-moving, 
as to non-pilferable, low monetary value, and other types 
arterly of items where storage conditions and lack of move- 
| XVII. ment insure adequate physical protection and accuracy 
of the records. At least annually, all detailed item 
maintained records shall be price-extended and footed, and the 
- se total compared with the respective summary (control) 
prices or accounts; this check necessarily must be independent 
1 terms. of physical inventory-taking where continuous rotating 


physical checks of items are made, but in the case of 
complete, periodic physical checks, this check must be 

an integral part of the physical inventory procedure. 
Any significant differences should be investigated and 
explained; errors disclosed by investigation should be 
corrected and any unlocated differences should be ad- 
justed in the summary (control) accounts. 
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6. The financial summary accounts shall be maintained py 
persons other than those who have physical custody of De 
stocks, those who inspect and certify receipt of 
stocks, the disbursing officers who sign checks in 
payment for goods received, or those who authorize 
withdrawal or shipment of stock. Physical checks of 
stocks, as required under Subparagraph 7. above shal) 
be made or verified by persons other than those who 
have direct custody of stocks. Exceptions to these 
requirements may be authorized for small installations, 
but only to the extent circumstances justify. 


XIV. REQUIREMENTS FOR OPERATING ACCOUNTS 


A. Financial accounts shall be so maintained that financial] 
reports (see Section XVII) may contain a summary of sources 
of working capital for each Stock Fund and Division thereof, E 
and all subsequent changes therein. = 


B. Adjustments of prices of materiel taken into inventory shal) 
be broken down to show separately: (1) surcharges for trans. 
portation; (2) surcharges for losses and expenses; (3) price 
discounts on reparable materiel; (4) revision of standard 
prices; and (5) purchase cost variances. These accounts shal) 
be reported separately by Stock Fund Division or major materi) 
categories. Transportation costs, losses and expenses, ani 
costs of stock fund repairs, shall be divided in accounts 
parallel to the surcharges levied and price discounts in order 
to permit comparison. 


C. The variances between standard prices and costs of acqui- 
sition of materials, supplies, and equipment carried in 
the Stock Fund shall be recorded in the Stock Fund 
accounts when purchases are received and recorded at 
standard prices. Whenever standard prices are changed, 
the Stock Fund accounts shall record the net increase or 
decrease in the inventory amounts at the time of the Pr, 
change. 
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e 


L by p, Upon return of materiel to stock funds with credit, the 
y of variance between the inventory standard price for the 
game items new and the allowance granted on return will 
be credited to the account for price discounts on 
ss reparable materiel. In the case of returns accepted 
ball without credit to returning activities, as authorized 
ho (see Section XI), the price allowable, as published in 
se | price lists (even though in fact not granted) will be 
tions, | credited to the account "Returns without credit" and 


treated as a capital accretion in stock funds, budgets 
and reports -- price discounts on reparable materiel 
will be credited with the difference between the standard 


dal price taken up ineinventory and "Returns without credit". 
jources : 
erect, | , When materiel is transferred to an (1) excess, (2) surplus, 


or (3) salvage account, it should be transferred at the 
then current standard price without reduction for estimat- 


stern ed loss. Costs (at standard prices) and proceeds of sale 

) og upon disposal of such materiel (for whatever fundamental 

rdard causes) shall be recorded promptly and separately classi- 

ants shal) fied in the accounts by stock fund materiel category. 

or materie) Accounting for costs of materiel disposed of and proceeds 

es, and of sales thereof should be made in the same fiscal period 

ounts to the extent possible. Losses on spare parts, which were 

6 inorie | not considered for recovery into the fund through the sur- 

charge element of standard prices established, (such as spare 

equi- parts procured for mobilization reserve stocks, if any, and 

in losses which are identified during subsequent periods as 
losses incurred in disposition of materiel initially capi- 

= talized) will be charged separately to capital. 

poe 

e or 


, | FR, Items written off for all specifically identifiable losses 

| (whether or not by survey action) due to deterioration, 
shrinkage, obsolescence, fire, theft, damages, shortages 
in transit, etc. shall be recorded promptly at the standard 
price carried in inventory and separately classified in 
total in the accounts by stock reporting classification, 
but not necessarily by cause except to the extent such 
further classification may be determined to be practicable 
and helpful in management. Neither will such a break-down 
be required for any recoveries from claims on account of 
such losses. Recoveries are not required to be accounted 
for in the same fiscal period as the respective gross 
losses are recorded. 
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Inventory price reductions for items sold at less thay 
full standard price in accordance with the establishment 
of lower seles prices due to age, condition, or mde] or 
for inter-service sales shall be recorded promptly at 
time of sale and classified in the accounts by stock 
reporting classification. Such losses shall be classi. 
fied in the accounts between price reductions for (1) 
ee and (2) inter-service sales (including bulk 
sales). 


Adjustments of book inventories (stock-recorded item 

balances) to agree with physical checks shall be made 
currently as physical inventories are taken (item by 

item if on a rotating basis). Bookkeeping adjustments 
shall represent generally only such adjustment of the 
summary (control) accounts as are required to maintain Ni. 
agreement thereof with the supporting detailed stock 

records (whether or not such adjustments are deter- 

mined in connection with taking physical inventories), 

These adjustments shall be classified in the accounts 

by stock reporting classification. 


When charges for transportation are included in prices 
by means of surcharges and there is a lag in the payment 
of transportation bills, the amount estimated to be due, 
but not billed or paid, based upon unliquidated obli- 
gations for Government bills-of-lading issued, should 
be recorded in the accounts. 


XV. OBLIGATIONS, EXPENDITURES, AND DISBURSEMENTS 


A. 


The operating agencies responsible for the management of 
the respective Stock Fund Divisions may authorize or | 
direct obligations for the purchase of materials, supplies, | 
and equipment to be financed under the Stock Fund, subject 
to the limitations of allocations and allotments estab- 

lished in accordance with Section XVI and Regulations for | 
the Administrative Control of Appropriations within the ! 
Department of Defense. Purchases may be accomplished 
through other agencies within the Department of Defense | 
or the Federal Government in accordance with established | 
supply and fiscal procedures. 
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Disbursements in payment of procurement obligations may be 
made in accordance with regulations of the respective 
military departments concerned, provided however, that 
costs of goods received into inventories shall be recorded 
at the time the goods are received, regardless of the tin- 
ing of disbursements. This requires record-keeping in the 
Stock Fund for accounts payable and advance payments for 
materiel. 


Statutory or other regulatory limitations or restrictions 
on expenditures from appropriated funds are also applicable 
to expenditures from Stock Funds, except where the contrary 
may be legally provided. 


{VI. BUDGETS AND BUDGETARY CONTROL 


Each military department shall prepare and maintain a 
budget program forecast (hereinafter referred to as a 
commercial-type budget) for the departmental Stock Fund. 
Such commercial-type budget shall be prepared to cover 
the last prior year on an actual basis, and the current 
year and budget year on a projected basis. The summary 
budget for the departmental Stock Fund shall be supported 
by similar statements for each Stock Fund Division, or for 
each prescribed materiel category on a departmental basis 
if a Division covers more than one category or if any cate- 
gory is not entirely covered by one Division. The com- 
mercial-type budget for the Stock Fund shall be submitted 
in the annual departmental budget for each year as pres- 
cribed in Budget Circular No. A-ll, "Instructions for the 
Preparation and Submission of Annual Budget Estimates.” 
As part of the prescribed statement of program and per- 
formance, there shall be included a description of the 
proposed major financial policies relating to the Stock 
Fund and each Division or materiel category therein, with 
an explanation of any significant changes from existing 
policies. Requests for increase in Stock Fund capital 
shall be submitted with the budget, accompanied by an 
explanation and justification. 


Utilizing forms to be prescribed or approved by the 
Assistant Secretary of Defense (Comptroller) and the 
Bureau of the Budget, the Stock Fund commercial-type 
budgets shall present data for the three fiscal years 
in a manner which will support overall financial 
control on a departmental basis by prescribed materiel 
categories. The statements shall include actual or 
estimated figures for: 
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1. Inventories of materiel at the beginning and end of ! 
each fiscal year. 


2. Cash balances at the beginning and end of each fisca 
year and cash receipts and disbursements for each 
fiscal year. 


3. Obligations or obligational authority required for | 
each fiscal year. 


All data relating to inventories and obligations shall be 
classified by materiel categories and show operating stocks 
separately from mobilization reserve stocks or such other 
stock classification as may be appropriate. Additional 
data shall also be submitted with respect to Stock Fund 
reimbursements, indicating the amounts of reimbursements 
for each fiscal year to be received from each respective | Rg, 
appropriation, program, or agency. The estimated reimburse. 
ments shall be consistent with current appropriations or 
appropriation budget estimates of the ordering agencies or 
programs. Estimates of obligations and cash balances shal) 
be based upon the following assumptions: 


1. Estimates of obligations shall be based upon projected 
changes in stocks on hand and on order, as well as 
estimated issues. ! FP, 


2. Estimates of cash balances required at the end of the 
current and following fiscal years shall be based upon 
the minimum balances required at that time to cover 
unliquidated obligations, anticipating that cash 
receipts after the end of the respective fiscal year 
(including reimbursements for subsequent issues) will 
be available to meet payments as they become due (see 
Paragraph F below). For this reason, the amounts of 
such anticipated cash receipts shall be shown in the 
budgets for each fiscal year. Any cash reserves to be 
retained for future use will be separately stated with 
a justification therefor. Proposed changes in cash 
allocations or additional appropriations needed to 
adjust cash balances to requirements will be shown in 
the budgets. 


The approved Stock Fund commercial-type budgets shall be re- 
viewed and adjusted periodically, but not less often than 
quarterly, giving consideration to current operating state- 
ments and to changes in supply objectives or procedures or 
in the program requirements of ordering agencies. The re- 
view shall be performed by the operating agency and by the 
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: ! departmental comptrollers and by the Assistant Secretary of 
| Defense (Comptroller) and the Bureau of the Budget at their 
! option. 

ral 


p. Unless exempted by the Director of the Bureau of the Budget, 
; Stock Funds are subject to apportionment as required by 
Section 3679 of the Revised Statutes, as amended, and in 
! accordance with procedures prescribed in Budget-Treasury 
Regulation No. 1. Within the limitations established by 
apportionment action, Stock Funds shall be controlled in 


be accordance with applicable provisions of Department of 

tocks Defense Directive No. 7200.1, “Administrative Control of 
her Approprietions (and Funds) within the Department of Defense," 
1 dated 20 March 1952, and procedures of the military depart- 
a mente issued pursuant thereto. 

ts 

ve | g, Requests for apportionment or reapportionment shall be 

iburse- submitted to the Bureau of the Budget through the depart- 

or mental comptrollers and the Assistant Secretary of 

1S OF Defense (Comptroller) and shall be supported by the current 
shall commercial-type budget. The amount requested for apportion- 


ment shall be distributed by materiel categories and recon- 
ciled to the estimated obligations in the commercial-type 
ected budget. 


/ F, The amount available for apportionment submitted on Standard 
Forms 131 or 132 shall include, in addition to estimated 


the reimbursements for issues through the end of the fiscal year, 
upon an amount based on the following provision of Section 645 of 
er | the Department of Defense Appropriation Act of 1954: "Obli- 
gations may be incurred against anticipated reimbursements 
ear to Stock Funds in such amounts and for such periods deter- 
will mined by the Secretary of Defense, with the approval of the 
(see Director of the Bureau of the Budget, to be necessary to 
of maintain required stock levels not inconsistent with planned 
the operations for the succeeding fiscal year, without regard to 
to be fiscal year limitations." Authority to act for the Secretary 
| with of Defense in carrying out the cited provision is hereby 
eh delegated to the Assistant Secretary of Defense (Comptroller). 
0 The amounts and periods shall be determined by prescribed 
ro in materiel category or groups of categories after consultation 


with the Assistant Secretary of Defense (Supply and Logistics). 
When any such amount is included in an apportionment request 


L be re- it shall be identified in a footnote on the apportionment 
than form. 

state- 

res or 
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Apportionment of obligations] authority will indicate the 
major materiel categories for which separate budgetary 
control, accounting and reporting is required. Within the 
limitations of the obligational authority so apportioned, 
allocations shall be made by the departmental comptroller 
to the operating agencies responsible for management of 
the Stock Fund Divisions in such 4 manner as will assure 
the maintenance of budgetary control, accounting, and 
reporting for such materiel categories. 


Within the limits of the amounts apportioned and allocateg 
for obligation, the operating agency responsible for manage. 
ment of a Stock Fund or Division thereof shall make allot. 
ments as authority for procurement or other authorized 
obligations pursuant to established regulations or instru. 
tions governing the administrative control of funds. 
allotments may be used only for purposes specifically 
authorized by Stock Fund charters. 


Open 


It is the responsibility of each department not to authorize 
or incur obligations that will be impossible of payment frm 
a Stock Fund Division cash account when materiel is deliver. 
ed or services rendered. The trend of reimbursable sales 
for each Stock Fund Division shall be carefully followed in 
relation to budget estimates and timing of purchases and 
expenditures in order that timely action may be taken to 
adjust obligations, allotments, allocations, or apportion- 
ments whenever the trend of reimbursements indicates the 
need therefor. 


As provided by the Regulations for the Administrative Contr) | 
of Appropriations (and Funds), the Secretary of each militar: 


department shall report to the Assistant Secretary of 
Defense (Comptroller) any violations of such Regulations 
with respect to the operation of Stock Funds. The Assistat 
Secretary of Defense (Comptroller) shall promptly report 
such violations to the President (through the Director of 
the Bureau of the Budget) and to the Congress as required 


by law and the provisions of Budget-Treasury Regulation bh. |, 


Such violations shall include: 


l. Overobligation or overexpenditure of Stock Fund appor- 
tionments, allocations, or allotments. 


2. Obligations that will result in expenditures upon 
delivery of materiel or rendition of services in 
excess of cash estimated to be available in the 
Division cash account. 


XVI 
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: the 3. Actual expenditures (including accounts payable) in 
‘y excess of available cash in a Stock Fund Division. 
in the | Ke Initial allocation of cash, subsequent increases or decreases 
ned, in cash allocations, to a stock fund division or departmental 
ller stock fund for each prescribed materiel category may be made 
of upon the authority of the departmental comptroller. As fre- 
pure quently as dictated by experience and business judgment, the 
{ Comptroller of each military department shall review the 
budgeted cash requirements and financial status of the depart- 
mental stock fund or division thereof. Cash requirements 
shall exclude amounts to cover procurement obligations prior 
ocated to the estimated or scheduled delivery of goods or rendition 
MADaze- of services in consideration of the anticipated reimbursements 
allot. to be available to cover such cash requirements. When the 
ed cash of a departmental stock fund or division thereof is deter- 
nstruc- mined by the departmental comptroller, or by the Assistant 
Open Secretary of Defense (Comptroller) to be in excess of fore- 
\ seeable requirements, the departmental comptroller shall cause 
vy such excess to be transferred to the unallocated cash reserve 
of the departmental stock fund. Whenever the cash in reserve 
in the departmental stock fund is determined to be in excess 
uthorize of foreseeable requirements for capitalization of new divisions 
ent fron or categories, the estimated excess shall be returned to the 
deliver. Treasury by voluntary action of the military department as 
sales approved by the Assistant Secretary of Defense (Comptroller). 
LO 
; ~ . XVII. REPORTING 
n to A. Periodic financial reports shall be prepared for each Stock 
ortion- Fund and each Division thereof in a form and frequency 
s the prescribed by the Assistant Secretary of Defense (Comptroller). 
Explanations of all unusual items shown in the financial 
statements shall be furnished in notes attached thereto. 
ve Control | The reports shall set forth data with respect to apportion- 
bh military ments, obligations, expenditures, and stock transactions by 
each materiel category for which separate budgetary control 
of has been established pursuant to Section XVI. Copies of the 
tions summary reports for each Stock Fund and for each Stock Fund 
Assistant Division shall be submitted to the Assistant Secretary of 
eport Defense (Comptroller), the Assistant Secretary of Defense 
tor of (Supply and Logistics), the Bureau of the Budget, and the 
quired General Accounting Office. 
tion kb. |, 
| appor- 
on 
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Stock Punds shall be included in the monthly reports on 
the status of appropriation accounts required by the 
Bureau of the Budget in accordance with Budget-Treasury 
Regulation No. l. 


As required by Section 405(c) of the National Security 

Act, a@s amended, each military department shall submit 

an annual report on the operations of its Stock Fund 

to the President and the Congress through the Secretary 
of Defense. As requested by the Appropriations Committee, 
semi-annual reports of this character also will be sub- 
mitted to them. 


The character and form of such reports as are required 
for external use shall be coordinated through the Office 
of the Assistant Secretary of Defense (Comptroller) with 
the intended recipient to insure adequacy of information 
and form of presentation; e.g., reports required by the 
Bureau of the Budget shall be coordinated with that 
agency. So far as possible any external reports required 
shall conform to or represent mere summarization of a. 
reports rendered pursuant to these Regulations. 


XVIII.AUDITING 


xIX. 


A. 


B. 


The Comptroller of each military department shall require 

audits of Stock Fund operations through the internal audit 
division of his department. Such audits shall be made in XI. 
accordance with policies prescribed by the Assistant 

Secretary of Defense (Comptroller). Copies of audit reports 

shall be submitted to the Office of the Assistant Secretary 

of Defense (Comptroller). 


It is contemplated that the General Accounting Office 
ultimately will make a "“comprehensive-type" or "site" 
audit of all operations conducted under Stock Funds. 
Arrangements for commencement of these audits will be 
made when appropriate through the Office of the Assistant 
Secretary of Defense (Comptroller). 


ACCOUNTING SYSTEMS 


A. 


The Comptroller of each military department is primarily Il. 
responsible for development and installation of an appropri- 

ate accounting system for each Stock Fund Division, although 

in discharging this responsibility he will be subject to the 
general authority and control of the Under Secretary or 

Assistant Secretary responsible for financial management and Recon 
he will collaborate with the departmental staff agency respon- 

sible for supply management and the operating agency directly 
concerned. = 


g 
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n | p. An accounting manual shall be prepared in due course under 
the direction of the departmental Comptroller, setting 
Y | forth the financial and accounting procedures to be follow- 
ed in the operation of each Stock Fund or Stock Fund 
} Division. 


¢, Each accounting system shall conform to the requirements of 
these Regulations and to other applicable laws and regula- 


Y tions, including the Budget and Accounting Act of 192] and 
tee, the Budget and Accounting Procedures Act of 1950. To in- 
- sure such conformity, each accounting system is subject to 


approval of the Assistant Secretary of Defense (Comptroller) 
and the Comptroller General of the United States. With the 


objective of expediting the development of acceptable 

ae accounting systems, staff representatives of the Assistant 
th Secretary of Defense (Comptroller) may be designated to 

on review and advise departmental staff representatives during 


the course of systems development. 


red mx, SUPPLY MANAGEMENT REQUIREMENTS 


Each military department is responsible for employing efficient 
and effective supply management practices, within the policies 
established by the Department of Defense, with respect to ma- 
teriel financed through its Stock Fund. 


uire 
— QI, DPLEMENTATION 

) A. The Assistant Secretary of Defense (Comptroller) is authorized, 
ad vty subject to the authority, direction, and control of the Secre- 


tary of Defense, as provided by law, to take all necessary 
action and issue all necessary instructions to implement 
these Regulations. 


B. Appropriate instructions for the implementetion of these 
Regulations shall be issued by the respective military 
tant departments at the earliest possible date. Such instructions 
shall include an exact reproduction of these Regulations. A 
copy of such instructions shall be furnished to the Office of 
the Assistant Secretary of Defense (Comptroller). 


ily XXII, CANCELLATION 
propri- 
Lthough References (a), (b), and (c) are superseded and cancelled on the 
to the effective date of this directive. 
or 
ent and Recommended : ‘ Approved: ' 
y respon- Poe NM Go 
directly : 
8 ery of Defense Secretary of Defense 
(Comptroller ) 
A214 December 19, 1956 


Date Date 
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DEPARTMENT OF DEFENSE 
ARMED FORCES SUPPLY SUPPORT CENTER 
WASHINGTON 235, D. C. 


December l, 1958 


SUBJECT: AFSSC Organization Manual 


The organization and functions of the Armed Forces 
Supply Support Center, as outlined herein, are approved 
and distributed for the guidance and information of all 


concerned. 


This Manual supersedes AFSSC Notice No. 1, dated 


September 15, 1958. . 


HERMAN C. HANG 
Director 
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Department of Defense Directive 


|] | 
ASD (S&L) NUMBER 5154, 
$I 


June 23, 1958 | UL 


Supsect: Establishment of the Armed Forces Supply Support Center 


Rererences: (a) DOD Directive 4000.8, Basic Regulations for the Military 
Supply System , 


(b) DOD Directive 5126.1, Assistant Secretary of Defeny 
(Supply and Logistics) 


(c) DOD Directive 4130.2, Development and Maintenance o 


the Federal Catalog System within the Department 9 
Defense | WV. 


(d) DOD Directive 4120.3, Defense Standardization Program | 


(e) DOD Instruction 4140.12, Utilization of Department gf 
Defense Materiel Assets 


(f) DOD Directive 5126.14, Department of Defense Materid 
Secretaries’ Council. 


I. AUTHORITY, PURPOSE AND INTENT 


A. Pursuant to the authority contained in the National Security Act of | 
1947, as amended, and Reorganization Plan No. 6 of 1953, and in 
furtherance of the basic policy set forth in reference (a), the Armed | 
Forces Supply Support Center is established within the Department 
of Defense as a joint center of the military services under the authority, | 
direction and control of the Secretary of Defense, with functions, 
responsibilities and relationships as set forth below. The Assistant | 
Secretary of Defense (Supply and Logistics) shall, within established 
procedures, act for the Secretary of Defense in carrying out the pr- 
visions of this directive. 


B. The purposes and objectives of the AFSS Center are: 


1. To provide the most effective and economical administration o 
certain common supply functions of the military services. 


wo 


. To promote and coordinate integrated supply management among 
the military services concerned with common materiel. 


3. To develop means for the elimination of any undesirable inconsi | 
tency, duplication and overlapping among supply operations of the | 
military services, and for the elimination of any unnecessary admin- 
istrative procedures. 


C. The AFSS Center will not engage in the determination of materi 
requirements, or in procurement, inventory control, storage or distr 
bution operations. 
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1. MODIFICATION OF DIRECTIVES 


This directive modifies the provisions of references (c), (d) and (e), which 
will be changed accordingly. 


iI]. DEFINITIONS 


A. Commercial items of materiel—those items required by the military 
services, which are generally used throughout the civilian economy and 
which are available through normal commercial distribution channels 
(frequently referred to as “‘off-the-shelf’’ items). 


B. Non-commercial common items of materiel—those items required by two 
or more of the military services, which‘are not generally used by the 
civilian economy, including items of similar manufacture or fabrication 
which may vary among the services as to color, finish, marking, eto, 


lV. ORGANIZATION AND FUNCTIONS 
A. Scope 


The AFSS Center will confine its activities to the fields of ‘““commercial’”’ 
and “non-commercial common” materiel, except to the extent that the 
cataloging, standardization, and materiel utilization programs apply 
also to non-commercial, non-common items of materiel. 


B. Management 


The AFSS Center shall operate under the general direction of a council, 
the name of which shall be the Armed Forces Supply Support Council, 
and under the direct supervision of a Director. 


C. Responsibilities of the AFSS Council and the Director 


1. The AFSS Council provides a fully-representative executive group 
responsive to the military services, but under the direction of the 
Secretary of Defense, to exercise general direction over the work 
of the AFSS Center. The principal functions of the AFSS Council 
will be to approve and review progress in accomplishing the work 
projects established by the Director of the AFSS Center; to approve 
appointments to key positions within the AFSS Center on the 
recommendations of the Director; to make decisions to the extent 
authorized, based upon the analyses and recommendations sub- 
mitted by the Director, to be implemented through appropriate 
channels within the military services; and to make recommendations 
(including additions to and changes in DOD Directives and Instruc- 
tions) for decisions and implementation by responsible officials of 
the Department of Defeuse. The AFSS Council shall delegate to 


the Director the authority necessary to carry out the functions of 
the AFSS Center. 


2. The Director shall be responsible to the AFSS Council and shall 
be in full charge of the internal ‘management of the AFSS Center, 
with responsibility for supervising current operations, planning 
and conducting approved work projects, determining the data 
required, and obtaining such reports and information as needed 
directly from the military services. The Director will establish 
work projec{s, prepare analyses and recommendations, and select 
key personnel, for the review and approval of the AFSS Council. 
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D. Functions of the AFSS Center 


The AFSS Center is charged with the performance of the followin, 


functions in accordance with the applicable DOD Directives anj 
Instructions. 


E. 


Bs 


Administers the Federat Catalog Program in accordance with 
reference (c) The AFSS Center will prepare and publish cata) 
data and insure conversion of military supply systems to the exely. 
sive use of Federal Catalog data. 


. Administers the Defense Standardization Program in accordanes 


with reference ‘d). The AFSS Center will recommend the assign. 
ment of responsibility among the military departments, monito, 
studies, and monitor the development of specifications and standards 
in accordance with approved plans ard schedules. 


. Administers the Defense Materiel Utilization Program in accordance 


with reference (e). In this connection the AFSS Center develops 
procedures, to be executed by the Commodity and Area Coording. 
tion Groups after approval by the AFSS Council, to assure the cross. 


utilization of assets in order to minimize procurement, stockage and 
transportation. 


. In accordance with specific study projects, conducts analyses of the 


operations of the supply systems of the military services concerned 
with commercial and noncommercial common items of materiel, to 
obtain optimum integration in the interest of increased military 
effectiveness and economy. Such studies will include the develop. 
ment of practical steps to foster efficient interservice utilization of 
assets; to increase the degree of commonality of items; to obtain 
greater consistency in requirements computation practices (factors, 
cycles, lead times and levels) and distributioa patterns; and to 
achieve closer working relationships among the organizational 
elements concerned with the management of common supply, i. e., 
inventory control, procurement, distribution and standardization. 
Particular attention shall be given to such matters in the commodity 


areas covered by Single Manager assignments and the Single Depart- 
ment Procurement assignments. 


Relationships with OASD(S&L) 


1. 


The AFSS Center shall conduct its work programs in accordance © 


with objectives and policies developed or approved by the Assistant 
Secretary of Defense (Supply and-Logistics). 


. Specific projects for the AFSS Center will be established by the 


Director with the approval of the AFSS Council, based on proposals 
made by the AFSS Center itself, including any member of the 
AFSS Council, any military service, or the OASD(S&L). The 
Assistant Secretary of Defense (S&L) and the Materiel Secretaries 
of the Military Departments shal] be kept advised of all projects. 


. Reports of the AFSS Center Director to the AFSS Council will be 


transmitted concurrently to the Assistant Secretary of Defense 
(S&L) and to the Materiel Secretaries of the Military Departments. 
If action is not taken by the AFSS Council within a reasonable 
period, the Assistant Secretary of Defense (S&L) will call for & 
report from the Director and the AFSS Council and obtain action 
through appropriate channels. 


V 
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4, The Assistant Secretary of Defense (S&L) shall review and evaluate 

the work of the AFSS Center and may call for reports on its work 
; at any time. Such reports shall be furnished simultaneously to the 
ves and Materiel Secretaries of the Military Departments. 


5. In the performance of the responsibilities outlined in this directive, 


following 


nee with the Assistant Secretary of Defense (S&L) will utilize the advice and 
h Catalog | assistance of the Materiel-Secretaries’ Council in accordance with 
heexdu. | the procedures established in reference (f). 

cordance F. Staffing 

Ne Assign. 1. AFSS Council. The AFSS Council shall consist of a Deputy 
, Monitor ASD(S&L) as Chairman, a principal military representative of 
standards 


general or flag rank appointed by each of the four military services, 
and the Director of the AFSS Center. 


ccordance | 9. The AFSS Center: The Director and Deputy shall be appointed 


| develops by the Secretary of Defense after considering recommendations of 

Coordina. | the Materiel Secretaries’ Council. The Director will be a civilian 

the crose- and the Deputy Director a military officer. Division Chiefs and the 

kage and professional staff of the Analysis Staff shall be appointed by the 
Director with the approval of the AFSS Council. These positions 

yses of the will be-filled by either military or civilian personnel. Staffing.of the 

concerned Analysis Staff and the Materiel Utilization Division will be on a joint 

ateriel, to basis. The normal tour of duty for military assignees (other than 

1 military | those on temporary detail) will be four years. 

2 develop. | elas 

lization of | G. Administration 

to obtain | 1, The method of financial support and funding for the AFSS Center 

8 (factors, shall be arranged by the Assistant Secretary of Defense (Comptrol- 

Ss; and to ler). 

nizational 2. Administrative services required in support of the activities of the 

pply, i.e, AFSS Center shall be arranged by the Office of the Secretary of 

ardization. Defense. 

ommodity 


le Depart- V. IMPLEMENTATION 


A. Each military service shall designate its member of the AFSS Council 
and an alternate who shall have the power to act in the absence of the 
principal member. The Secretary of Defense shall appoint the Di- 
rector and Deputy Director of the AFSS Center. 

B. Within ninety days after the date of this directive, regulations, pro- 

cedures, organizational and staffing plans, and arrangements for 
ed by the financial and administrative support, required to implement the 

1 proposals provisions of this Directive, will be developed and coordinated with 

ber of = the military services b} the Chairman of the AFSS Council and sub- 


ccordance ° 
> Assistant 


&L). : mitted to the Secretary of Defense for approval. The Assistant 
Secretaries Secretary of Defense (S&L) will be responsible for the coordination of 
projects. these matters with other cognizant eléments of the Office of the Secre- 
ncil will be tary of Defense. The military services, ASD (£ gL), ASD (Comptrol- 
of Defense ler), ASD (MP&R), and the General Counsel will detail staff assistants 
partments. to work with the AFSS Council and the Director in the accomplishment 
reasonable of the above steps. 
call for 8) New D. McE troy, 
tain action | Secretary of Defense 
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ARMED FORCES SUPPLY SUPPORT CENTER 
ee ANER 


PERSONNEL ALLOCATION 


Civilian Military Tota | Defe 

: — 
Office of Director 6 1 
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insu! 

eral 


Analysis Staff 10 8 18 


Administrative Division 42 0 42 


Cataloging Division 266 0 266 with 
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Standardization Division 37 0 7 moni 
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FUNCTIONAL STATEMENT 


AFSS CENTER 


Subject to the authority, direction and control of the Secretary of 
Defense, the Armed Forces Supply Support Center: 


Administers the Federal Catalog Program in accordance with DOD 
Instruction 4130.2. The Center will prepare and publish catalog data and 
insure conversion of military supply systems to the exclusive use of Fed- 
eral Catalog data. 


Administers the Defense Standardization Program in accordance 
with DOD Instruction 4020.3. The Center will recommend the assignment 
of responsibility among the military departments, monitor studies, and 
monitor the development of specifications and standards in accordance 
with approved plans and schedules. 


Administers the Defense Materiel Utilization Program in accord- 
ance with DOD Instructions 4140.6 and 4160.9, and coordinates the inter- 
service operations of the CCGs and the ACGs and UCOs. In this connec- 
tion the Center develops procedures, to be executed by the Commodity 
and Area Coordination Groups after approval by the AFSS Council, to 
assure the cross-utilization of assets in order to minimize procurement, 
stockage and transportation. 


In accordance with specific study projects, conducts analyses of 
the operations of the supply systems of the military services concerned 
with commercial and noncommercial common items of materiel, to ob- 
tain optimum integration in the interest of increased military effective- 
ness and economy. Such studies will include the development of practical 
steps to foster efficient interservice utilization of assets; to increase the 
degree of commonality of items; to obtain greater consistency in require- 
ments computation practices (factors, cycles, lead times and levels) and 
distribution patterns; and to achieve closer working relationships among 
the organizational elements concerned with the management of common 
supply, i. e., inventory control, procurement, distribution and standard- 
ization. Particular attention shall be given to such matters in the com- 


modity areas covered by Single Manager assignments and the Single De- 
partment Procurement assignments. 
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FUNCTIONAL STATEMENT 


AFSS COUNCIL 


The AFSS Council, as afully representative executive BTOUP regpop 
sive to the military service, but under the direction of the Secretary ofp. 
fense, will exercise general direction over the work of the AFSS ca 
for the purpose of: ; 


Providing the most effective and economical administration of certa 

: ita : in 
common supply functions of the military services. i 
Promoting and coordinating integrated supply management among th 
military services concerned with common materiel. 


Developing means for the elimination of any undesirable inconsistency, 
duplication and overlapping among supply operations of the militar, | 
services, and for the elimination of any unnecessary administratiy: | 
procedures. 


In its exercise of direction of the AFSS Center the Council, Spe- 
cifically, will: 
Approve and review progress in accomplishing the work projects ¢. | 
tablished by the Director of the Center. 

} 
Approve appointments tokey positions within the Center on the recom: | 
mendation of the Director. 


Make decisions to the extent authorized, based upon the analyses ani 
recommendations submitted bythe Director, tobe implemented throug 
appropriate channels within the military services. 


Make recommendations (including additions to and changes in DOD Di. 
rectives and Instructions) for decisions and implementation by respa- 
sible officials of the Department of Defense. 


Delegate to the Director the authority necessary to carry out the func: 
tions of the Center. 
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FUNCTIONAL STATEMENT 


DIRECTOR AFSSC 


The Director shall be responsible to the AFSS Council for the 
conduct of the work of the Center and shall be in full charge of the 
‘sternal management of the Center, with responsibility for supervising 
ata operations, and planning and conducting approved work projects. 


The Director will establish work projects, prepare analyses and 
recommendations, and select key personnel, for the review and approval 


of the AFSS Council. 


The Director will serve as a member of the AFSS Council. 


DEPUTY DIRECTOR 


The Deputy Director shall assist the Director in the management 
of the Center. 


PLANS AND MANAGEMENT OFFICE 


Conducts or causes to be conducted extensive, broad and 
all-inclusive technical management studies of the functioning of 
the Armed Forces Supply Support Center in any or all aspects; 
serves as focal point for correlation of AFSSC functions; as a point 
of referral for the Director and/or Deputy Director on questions 
of a logistics management, planning and/or programming nature which 
requires extensive analysis, with a view to timely solution; serves 
as office of counsel and guidance to the staff echelons of the Center 
wherein they may present those questions and/or problems that 
tend to impede smooth and integrated functioning among the varied 
offices of the Center. 
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FUNCTIONAL STATEMENT 


ANALYSIS STAFF 


In accordance with specific study prajects, conducts analyses of 

rations of the supply systems of the military services concerned 
y* a ercial and noncommercial common items of materiel, to obtain 
- Te eiataretion inthe interest of increased military effectiveness and 
5 a Such studies will include the development of practical steps to 
ee eat interservice utilization of assets; to increase the degree of 
ps ae of items; to obtain greater consistencyin requirements com- 
o-_ ractices (factors, cycles, lead times and levels) and distribu- 
dei and to achieve closer working relationships among the or- 
ras elements concerned with the management of common supply, 
on inventory control, procurement, distribution and standardization; 
ctolial such matters in the commodity areas covered by Single Manager 
assignments and the Single Department Procurement assignments. De- 
tailed analyses will include but are not limited to: 


REQUIREMENTS. Analyzes requirements methodology employed by the 
Services to determine the best methodology for commercial and noncom- 
mercial common items of materiel. Analyzes requirements computation 
cycles of the Military Services with the objective of synchronizing these 
cycles to the maximum extent practical. Analyzes detailed procedures 
used by the Military Services to develop budget and buying programs with 
the objective of promoting interservice use of those procedures deter- 
mined to be most effective. Analyzes the organizational and functional 
elements concerned with materiel requirements within the Military Serv- 
ices with the objective of applying the best organizational concepts through- 
outtheDOD. Analyzes the actual requirements formulas used by the indi- 
vidual Military Services with a view toward establishing standard formulas 
throughout DOD. Studies the special programs employed by the Military 
Services to concentrate management on expensive items, with a view to- 
ward applying the best concepts for such ranagement throughout the DOD. 


———eae 


INVENTORY MANAGEMENT. Conducts studies of the inventory manage- 
ment procedures used by the Military Services for commercial and noncom- 
mercial items with an objective of applying the best practices throughout 
_ theDOD. Studies the distribution patterns of the Military Services in an ef- 
fort to establish throughout the DOD the best distribution pattern concepts. 
Studies inventory cycling practices of the Military Services, with a view to- 
ward reducing the cost of the inventory operation without sacrificing the qual- 
ity of inventory throughout the DOD. Studies the special inventory procedures 
employed by the Military Services with a view toward instituting the best 


ndment 1, 


} 


| 
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special inventory procedures throughout the DOD. Analyzes the Materie| 
accounting practices of the Military Services with the objective of improy. 
ing the general inventory accounting practices employed throughout the DOD 
Conducts studies designed to determine the best method for controlling 
flow of paper work within the inventory management operation with a vie 
toward establishing standard flow processes throughout the DOD. 


& 
W 


SPECIAL SYSTEMS. Conducts studies of special systems, such as Single 
Manager Operations, Single Department Procurement Program Commod. 
ity Management Centers and Local Purchase Practices of the Military 
Services with a view toward applying the best features of each system 
throughout the DOD. Conducts studies on the need for additional Single 
Manager assignments orthe extension of existing Single Manager systems, 
Studies the Utilization Programs conducted by the Commodity Coordinatig, 
Groups, Area Coordination Groups and Unified Commands Overseas to- 
wards improvements in operating procedures and techniques or for ney 
concepts of conducting these programs. Studies the supply practices o 
other countries with a view toward applying the best methods of othe; 
countries to the supply operations of the DOD. Determines the best over. 
all communications network for logistics traffic within the DOD through 
appropriate coordination with the MilitaryServices. Studies methods usej 
by industry in the fields of requirements, inventory control, procurement 
distribution, cataloging and standardization, with a view toward implement. 
ing the best industrial practices to comparable fields within the DOD, 


DATA ANALYSIS. Assembles, collates and analyzes data relative to the 
organization, staffing and operation of the supply systems of the Military 
Services, including single management and single department procurement 
assignments. Determines the use being made by the Services of the EDP 
and EAM equipment processes particularly with respect to mechanical re. 
quirements computations and inventory management processing with the 
objective of assuring the most efficient practices are adopted throughout 
the DOD. Serves as the focal point for projecting the desired uniformity 
of EDP and EAM Systems to future logistics concepts of the DOD as they 
relate to interservice utilization programs. Controls the development and 
design of forms used in DOD supply operations. 


GENERAL. Compiles special reports as required. Obtains coordination 
from the Military Services of changes in policy and procedures necessary 
to institute improvements in the special systems field. Submits appro- 
priate recommendations through prescribed channels for approval and 
necessary action. 


i 
| 
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FUNCTIONAL STATEMENT 


ADMINISTRATIVE DIVISION 


Establishes and conducts the administrative management Program 
of the Center; advises and assists AFSSC management in the developmen 
of organizational changes, staffing and budgetary requirements in Support 
of assigned functions, and personnel management; establishes administ;,. 
tive policies and internal procedures; coordinates the administrative gery. 
ices; maintains administrative records; furnishes technical assistance and 
develops procedures on techniques, format, and reproduction of Center 
publications, and provides editorial, graphics, and distribution SETVices 
in connection therewith; maintains liaison with counterpart officials of OSD, 
the Department of the Air Force and other offices concerned with opera. 
tions of the Center. 


MANAGEMENT BRANCH 


Develops and installs internal administrative procedures and prac. 
tices in the fields of correspondence preparation and handling, security 
matters, duplicate records, supplies, equipment and services, personne! 
management, travel, and incentive awards; prepares the Center's budget, 
monitors related fiscal matters and maintains supporting records; provides 
employee grievance and relations counseling; develops and prepares regular 
and special reports, as required, on any assigned functional area; operates 
a central office to receive and dispatch Center correspondence and to pro- 
vide messenger service; maintains surveillance of all Center personne 
actions; prepares correspondence related to Branch's responsibilities, 
maintains liaison with counterpart offices of OSD and the Department of 
the Air Force; coordinates the Welfare and Recreation Program of the 
Center. 


Services Section 


Maintains records, files, andstock levels of office supplies, office 
equipment and standard forms; issues supplies and equipment as required; 
maintains equipment location records; supervises approved building altera- 
tions; coordinates movements of offices; requisitions installation of com- 
munication and recording equipment; receives and dispatches Center corre- 
spondence; maintains correspondence follow-up records, and assigns sus- 
pense dates; initiates follow-up on delinquent correspondence with holding 
office; provides interoffice messenger service on scheduled time cycles and 
daily service to and from the Pentagon. 
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PUBLIC ATIONS BRANCH 
LL ———_—_—__ 


Develops procedures, techniques, and formats for all Center pub- 
lications; compiles, edits, and prepares printer's copy, and requisitions 
its publication from the Government Printing Office or Defense Printing 
Service; develops and prepares illustrations, charts, graphs, and other 
yisual presentation media; maintains files for publishing description pat- 
terns, names, and reference drawings; and sets up and maintains distri- 


bution lists. 


Printing Procurement Section 


Prepares specifications and requisitions the reproduction, print- 
ing and binding from the Government Printing Office and Defense Printing 
Service; makes estimates of cost for obligation purposes; maintains con- 
trol records to insure adherence to established schedules; maintains 
liaison with GPO, DPS, GSA and publication personnel of the military 
services; maintains distribution requirements for all publications of the 
Center. 


Graphics Section 


Develops and prepares illustrations, charts, graphs, and other 
visual presentation media; performs engineering drafting of reference 
drawings from rough sketches; prepares art work for publishing refer- 
ence drawings; prepares camera copy for publishing catalog and other 
data; maintains master publication file of reference drawings. 


Editorial Section 


Compiles, edits, and prepares printer's copy for publishing vari- 
ous Center publications; prepares material to accomplish publication and 
distribution of the Federal Supply Catalog (DD-146); maintains master files 
of names, description patterns, and other data used in publications; pre- 
pares camera copy on special assignment. 


Distribution Section 


Packages and ships catalog data to field activities; makes internal 
distribution of publications; stores and issues documents, forms, etc.; 
maintains distribution and mailing lists; provides duplicating service for 
the Center. 
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FUNCTIONAL STATEMENT 


CATALOGING DIVISION 


Develops recommended policies, plans, and programs for the 
establishment, maintenance, conversion to, and utilization of the Federal 
Catalog System; develops methods, procedures, principles, and rules, 
and monitors their application to achieve and insure a single catalog sys- 
tem; insures effective application and use of Federal Catalog Data within 
the military supply systems; administers the operations of the Federal 
Catalog System including the central review, classification, approval, and 
stock numbering of item identifications; maintains the Federal Supply 
(NATO) Classification System, and the Federal Supply Code for Manufac- 
turers; develops and maintains Directories of Industrial Production Equip- 
ment; publishes and maintains appropriate Manuals, Handbooks, and other 
tools to insure effective use of the Federal Catalog System and its prod- 
ucts; prepares, publishes, and maintains Federal Catalog Data; coordi- 
nates with the Civil Agencies in their use of the Federal Catalog System 
and performs operationally as for the military activities; maintains opera- 
tional liaison with other governmental activities, industry, and foreign 
governments; conducts continuing analyses and studies leading to the im- 
provement and more effective utilization of the Federal Catalog System 
including internal and external operations and transmission; advises gov- 
ernment and industrial officials on cataloging matters and conducts studies 
and analyses on cataloging, as required by the Director, AFSSC; develops 
and coordinates policy and guidance for the departments in accomplishment 
of the purposes of the Accelerated Item Reduction Program (AIR); coordi- 
nates the interests of the Analysis Staff and the Cataloging, Standardiza- 
tion, and Utilization Divisions in respect to the actions involved in this 
program. 


PLANS AND PROGRAMS STAFF 


Develops recommended policies, plans, and programs to assure 
maximum effective use of the Federal Catalog System; monitors the effec- 
tive maintenance of the Federal Catalog System and the conversion prog- 
ress in the exclusive use of this system; conducts continuing analyses 
and studies to improve and extend system products and operations (inter- 
nal and external); maintains operational liaison with other government 
activities and industry; conducts inspection visits to field activities; de- 
velops indoctrinational and educational programs and data for internal 
and external use; monitors internal training programs; develops, main- 
tains, and produces over-all periodic and statistical and verbal reports, 


as required, on the Federal Catalog System. 
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CLASSIFICATION AND CODES BRANCH 


Develops and maintains Federal Supply Classification, known inte 
. , r- 


nationally as the NATO Supply Classification System, Federal Supply Cog 
e 


for Manufacturers, Directory of Metalworking Machinery and other dire 

tories of industrial production equipment, as directed; serves as coulis 
office goverament-wide for interpretation and resolution of difference 
for the above classification and code systems. “9 


Federal Supply Classification Section 


Develops and maintains the Federal Supply Classification (FSC) 
known internationally as the NATO Supply Classification; develops the 
principles, methods, rules, and procedures for implementation of the 
FSC, and resolves major supply classification differences between Federg] 
departments, both military and civil; develops other commodity code sys. 
tems required for interdepartmental use as directed. 


Manufacturers' Code Section 


Develops and maintains the Government-wide Federal Supply Code 


for Manufacturers, resolves problems relative to the establishment, re. | 
vision, and publication of manufacturers' code numbers, and performs re. | 
search as tothe adequacy of code number assignments and the relationship | 
of part numbering systems within individual parent-affiliate organizations, 


Industrial Production Equipment Codes Section 


Develops and maintains code systems forthe management of indus. | 
trial production equipment, DOD; develops and maintains the Directory of | 
Metalworking Machinery, the Directory of Welding Equipment, the Direc. 
tory of Materials Handling Equipment, and such additional directories of 
industrial production equipment as may be directed. 


REFERENCE METHOD AND MANAGEMENT DATA BRANCH 


Develops, recommends and administers application of policies, 
rules, procedures, and forms; compiles and screens reference method 
data related to all item identifications; assigns Federal stock numbers to 
reference items; develops and implements electro-mechanical and elec- 
tronic data processing programs for the compilation, screening and dis- 
semination of reference and supply management data; conducts continuing 
review of data to resolve item of supply conflicts; prepares management 
reports and special listings of catalog and supply management data for 
simplification, standardization, and other related studies. 
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Control and Procedures Staff 
Control ane <————— —_—_—_—— 


Assists inthe development and maintenance of rules and procedures 


ter. utilized by participating activities in preparationand submittal of reference 
20de method item identifications and management data; develops requirements 
rec. | snd rules for statistical production data and quality control essential to 


trol | effective management of the Branch and to fulfill reporting requirements 
nees | regarding progress and accomplishments; coordinates the development of 
all internal work processing procedures; develops and monitors production 
schedules as required; analyzes staffing requirements and maintains ap- 
propriate workload factors for effective management and justification of 
personnel; prepares non-recurring reports as directed. 


SC), 


} the = Blectronic Data Processing Section 
=i 


deral | Evaluates, develops, and implements plans, rules, procedures, 
sys- programs, and schedules for the application, utilization, and operation of 
the electronic data processing system; analyzes plans, rules, procedures, 
statistical requirements, and programs to develop systems workflow, ac- 
tions, studies, and recommendations; develops detailed procedures and 
decisions to be adapted to electronic data processing of reference and 
Code management and statistical data; continually reviews programs, systems, 
1 Te | snd operations to insure optimum efficiency and effectiveness; analyzes 
‘$ Te | and develops systems, procedures, and programs for processing other 
nship data, as directed; develops and maintains statistical reporting system for 
tons. management control by OSD and the departments. 
| EAM Data Processing Section 
indus- | Evaluates, develops, and implements plans, rules, procedures, 
ae of and schedules for the application, utilization, and operation of electric 
direc: accounting machines (EAM) utilized in the processing of reference method 
‘ies of item identifications and reference and management data; controls and proc- 
esses the input to and output data from an Electronic Data Processing 
System (IBM 705); develops procedures fur EAM operations and maintains 
EAM statistical reports and records for effective management control of 
at the operations of the Reference Method and Management Data Branch; pro- 
utcies, vides statistical data for program control; directs review and evaluation 
nethod of reference method item identification data submitted by participating 
erste activities to determine conformance with established procedures and in- 
elec- structions. 
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Technical Section 


Directs and performs technical review of reference method item 
identifications and reference data; coordinates with participating Activities 
inthe resolution andinitiates resolution of possible duplicate Federa} Stock 
Number assignments resulting from the use of different methods of item 
identification and varying "Item of Supply" concepts; resolves difference, 
between activities in the selection of names or Federal Supply Classifica. 
tion Codes for specific reference method item identifications; Coordinates 
revision actions with field activities as required; works with Descriptive 
Method Branch in the resolution of conflicts between identifications egtay. 
lished under the two methods. 


DESCRIPTIVE METHOD BRANCH 
Develops, recommends and administers application of policies 


rules, procedures and forms; reviews and approves descriptive method 
cataloging guides and item identifications; assigns Federal Stock Number 


to descriptive item identifications; maintains master historical and screen. | 
ing files; performs catalog data improvement studies and resolves differ. | 
ences; provides data for simplification, standardization, and other related | 
studies; collaborates in the development of new technologies for data prog. | 


essing and directs the modification and programming of catalog data for 
conversion to these operations. 


Controi and Procedures Staff 


Assists in the development and maintenance of rules and procedures 
for use by participating activities in initiating and processing descriptive 
method Federal Catalog System data; assists in the development of system 
rules and procedures required by new technology for processing of de. | 
scriptive method data; develops requirements, rules and procedures for 
statistical production data essential to effective management of the Brand 
and to fulfill reporting requirements regarding descriptive method prog- 
ress and accomplishments; develops and maintains all internal work proc- 
essing procedures; develops and monitors production schedules as required; 
analyzes staffing requirements and maintains appropriate workload fac- 
tors for effective management and justification of personnel; prepares non- 
recurring reports as directed. 


Item Identification Section 
Reviews and approves descriptive method IIs, revisions, and can- 


cellations thereof; verifies FSC code designations; assigns FSNs; monitors 
preparation and collaboration of descriptive method II data by participating 
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ivities; proposes revisions to descriptive method guides based upon 


act ; ag a 
inadequacies detected in screening and reviewing item identifications; pre- 
in 


pares and consolidates technical data requiredto facilitate studies by the 
Technical Section, attends inter-activity and industry conferences involv- 
tock ing descriptive method II data; compiles tabulations of descriptive method 
data for simplification purposes; codes and modifies catalog data for 


item 
ities 





item 
nceg conversion to automatic processing. 
fica. 
lates Technical Section 
Techn ————_—_—_—_ 
ptive kh a | 
—_- Reviews and approves descriptive method Item Identification tools 


and abbreviations for use in Item Identifications; assigns ammunition codes; 
monitors technical adequacy of activity Item Identification submittals; pro- 
vides guidance to Item Identification Section; prepares staff studies for, 
and replies to, industry and Government inquiries regarding technical 
cies, | problems in cataloging data; technically analyzes tabular listings of item 
ethod | identifications; suggests areas for simplification projects, and provides 
nbers liaison with field activities and Standardization Division for these projects; 


reen- | assists in conversion for mechanization of descriptive method item identi- 
iffer- | fication tools to office automation. 

elated 

proc- Files and Records Section_ 

ita for 


Maintains FSC, FIIN, and manufacturers’ data files for descrip- 
tive method item identifications; screens against FIIN file to assure non- 
duplication of FIIN assignment; controls allocation of all FIINs within the 
Branch; takes corrective action in cases of FIIN duplication; screens 
edures against descriptive method manufacturers’ files to assist in detecting 
Tiptive} item duplication; receives, sorts, and distributes incoming descriptive 
system} method catalog data;transmits item identifications andEAMcards to Ref- 
of de- | erence Method and Management Data Branch for prescreening and initial 
res for | processing and filing; reviews results of prescreening and forwards con- 
Branch | flicts to appropriate branch units for resolution; approves the release of 
1 prog- item identifications to Publications Branchfor return to submitting activ- 
k proc: | ity and for publication of DD 146 cards; maintains for the Division, files 


quiret;| of technical reference data prepared by Government agencies, manufac- 
ad fac- turers, and professional organizations. 

eS Non: 

nd can- 

.onitors 
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FUNCTIONAL STATEMENT 


STANDARDIZATION DIVISION 


Administers the Defense Standardization Program; recommends 
signment of responsibility for portions of the program among the mili- 
a departments; establishes an annual program for completion of various 
aa of the DOD Standardization Program; issues instructions to estab- 
lishand maintain the program within approved policies and schedules; makes 
decisions on standardization matters on whichthere are interdepartmental 
and military-industrial differences; establishes DOD packaging policy; es- 
tablishes and maintains liaison with industry, other government and nation- 
ally recognized standardization organizations, to coordinate the programs. 


PLANS AND PROGRAMS STAFF 
——————— 


Develops basic plans, policies, program guides and procedures to 
be followed by all militaryactivities in achieving standardization; reviews 
and evaluates programs; conducts management studies for all phases of 
the program; prepares management reports and audits; coordinates all 
matters of division-wide interest. 


Programming Group 


Coordinates policy, program guides and development, plans and 
forecasts; develops departmental budget guides, procedures and manuals, 
and a training program; coordinates fiscal and management aspects with 
OSD Comptroller and Bureau of Budget; integrates with the Federal pro- 
gram; coordinates matters of Congressional interest. 


Program Review Group 


Reviews over-all program and measures progress in the reduction 
of items in the supply system, and in the production of standards, specifi- 
cations, handbooks and qualified products lists to serve design and pro- 
curement; reviews plans, policies, procedures, and programs for effec- 
tiveness, recommending needed changes; conducts surveys and recom- 
mends improvements; develops management tools forevaluation of program 
progress (schedules, formats, work standards and measurement); prepares 


summary and statistical reports and semi-annual reports to the President 
and the Congress. 
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MECHANICAL EQUIPMENT BRANCH 


Develops, administers and manages programs for the standard 
zation of mechanical, marine, construction, photographic and ortndae 
equipments and components; reconciles interdepartmental difference, : 
administrative and engineering matters relative to the program; site 
alignment with concurrent government and industry programs, ; 


MATERIALS BRANCH 


Develops, administers and manages programs for the standarij. 
zation of basic and semi-fabricated materials, subsistence, petroley, 
products, medical supplies and equipment, clothing and textiles, equipag 
general supplies and explosives and propellants; reconciles interdepar. 
mental differences on administrative and engineering matters relative; 
the program; assures alignment with concurrent government and industr 


programs. 
ENGINEERING BRANCH 


Develops, administers and manages programs for the standard. | 
zation of basic parts and components, drafting and engineering practice, 
safety and engineering codes, engineering terminology and processy 
reconciles interdepartmental differences on administrative and engineer. 
ing matters relative to the program; assures alignment with concurrey 
government and industry programs. 


ELECTRONIC & AIRCRAFT BRANCH 

Develops, administers and manages programs for the standaré:| 
zation of electrical, electronic, guided missile and aircraft equipments ai| 
components; reconciles interdepartmental differences on administrativ| 
and engineering matters relative tothe program; assures alignmentwit 
concurrent government and industry programs. 


PACKAGING BRANCH 


Develops, administers and manages programs for the standarii- 
zation of preservation, packaging, packing and marking for shipment; é. 
velops packaging policies for DOD; reconciles interdepartmental difference 
on administrative and engineering matters relativeto the program; assures 
alignment with concurrent government and industry programs, 
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FUNCTIONAL STATEMENT 


UTILIZATION DIVISION 


Administers programs for the screening of personal Property ey 


cess tothe needs of the military departments and its maximum utilizatio, | 


through redistribution within DOD, and, when appropriate, release togoy. 


ernment agencies outside DOD; coordinates interservice operationa] se | 


lationships for utilization screening, compiling reports of redistribute 
material; screens government-wide synopses of proposed Procurement; 
against available DOD excess. Coordinates the material utilization Pro- 
grams of the Commodity Coordination Groups (CCGs), Area Coordination 
Groups (ACGs), and Unified Commands Overseas (UCOs) to achieve maxi. 
mum practicable utilization of DOD materialassets in the area of common 
items andof supply services related thereto. Screens DOD excess Property 
against the requirements of friendly foreign governments under the Mil. 
tary Assistance Program. Authorizes specific deviations fromthe screen. 
ing provisions of DOD directives and instructions, as necessaryto accom. 
plish emergency action with respect to excess property, and reports suc} 
deviations to the ASD(S&L). 


PLANS AND PROGRAMS STAFF 


Develops and recommends policies and procedures required to ip. 
sure the maximum utilization of DOD material assets in the area of com. 
mon items through the excess property utilization program, the work o 
the CCGs, ACGs, and UCOs, and the minimum duplication of supply sery. 


ices and facilities throughout DOD. Recommends policy and procedure; | 


to improve the operations of these activities and of the excess utilization 
program. Furnishes technicalassistance and advice on interservice prob- 


lems and relationships; maintains liaison with respective military service | 


staffs and operating components; collaborates with operating units of the 
military services on interservice matters relating to the utilization pro- 
gram; conducts special studies on redistribution of personal property, 
and participates in operational surveys at field supply activities. 


INTERSERVICE UTILIZATION BRANCH 


Keeps informed of the activities of the CCGs, ACGs, and UC0s 
Utilization Programs; maintains statistics, as directed, of participation 
by the Inventory Managers in the interservice exchange of assets; main- 
tains a current file of all interservice agreements and such other docu- 
ments as may be directed; monitors interrogations and replies by Inventory 
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tablish 
ance; | 
interseé 
iceable 
and off 
directc 
the ass 


DECL/ 


erty, 
consoli 
govern 
tributic 
the dis 
channe 
and cla 
and clé 
interse 


Audit S 


all rep 
ing act 
provide 


Progra 


automa 
velops, 
redistr 
scribec 


REDIS’ 





Federa 
Contro 
erty wi 
and ini 
ceives 





Tty ex. 
lization 
to gov. 
mal re. | 
Tibuted 
‘ements 
on pro- 
dination 
© maxi- 
-OMmon 
Toperty 
1€ Mili. 


screen. 


accom. 
rts such 


ed to in- 
of com- 
work of 
ly sery- 
cedures | 
ilization 
ce prob- 
r service | 
ts of the 
ion pro- 
roperty, 


nd UCOs 
icipation 
Ss; main- 
er docu- 
inventory 


MILITARY SUPPLY MANAGEMENT 499 


ers to determine compliance or noncompliance with standards es- 
ar d by the CCGs and reports on recurring instances of noncompli- 
yore ; epares and submits periodic and special reports relating to the 
oe once supply support agreements and to the transfer of interserv- 
wore items as directed. Provides information to interested groups 
babe participating in the program, as directed; maintains a current 
anetary of Inventory Control Points, the supply cognizance of each and 
the assigned codes. 


DECLARATION BRANCH 
——— 


Audits, controls, and processes reports of excess personal prop- 
erty, coordinates the compilation and initiates action for the printing of 
consolidated listings of excess personal property of DOD and of other 
government agencies, as appropriate. Recommends changes in the dis- 
tribution of consolidated listings of excess personal property and controls 
the distribution of such listings through designated interservice supply 
channels and to eligible foreign countries. Coordinates the identification 
and classification of excess personal property into the proper FSC groups 
and classes; cross-identifies reportable excess personal property for 
interservice use, as necessary. 


Audit Section 
eS. 


Audits incoming declarations of excess personal property from 
all reporting military installations. Initiates correspondence to declar- 
ing activities, as necessary, to correct errors, obtains clarification and 
provides information as to the automatic release date. 


Programming Section 


Assigns control numbers, military priority expiration dates, and 
automatic release dates to declarations of excess personal property. De- 
velops, analyzes and publishes statistics on the reporting, screening and 
redistribution of excess personal property; prepares reports as pre- 
scribed. 


REDISTRIBUTION BRANCH 


Screens excess personal property reported by DOD and other 
Federal government agencies and solicits redistribution within DOD. 
Controls, allocates and authorizes the transfer of excess personal prop- 
erty within and between the military services. Develops, recommends, 
and initiates implementation of screening and utilization procedures. Re- 
ceives special requests for material from DOD activities and supplies 











430 MILITARY SUPPLY MANAGEMENT 


such material from available excess. Maintains ''want lists" of Arm 
Navy, Marine Corps, and Air Force requirements. Makes final ei 


mination of property excess to the requirements of DOD. Procesge, | 


quests for excess material from eligible foreign governments under the 
Mutual Assistance Program. Processes requests for donation of Prop. 
erty to educational activities of special interest to DOD. Reviews daily 
synopsis of government-wide proposed procurement and sales contrac 
awards with a view of utilizing DOD excess in lieu of new Procuremen 
and coordinates action between the contracting agency and activity de. 
claring excess the excess property. 


PRODUCTION BRANCH 


Operates a locator and scheduling control system for actions in 
process. Prepares and distributes transfer orders to effect the redis. 
tribution of excess personal property; releases military service excess 
property no longer required within DOD. Maintains records of comple. 
ed action on the declaration and redistribution of excess material, Prog. 
esses actions and requests for information, processes withdrawals, cor. 


rections and amendments regarding material previously declared excess | 


Compiles, analyzes and publishes statistics on the operation of the uti. 
ization program. 


Document Control Section 


Controls actions in process; answers inquiries as to the status of 
such actions, or refers the inquiry to the proper authority. Maintains 


actions in suspense, and performs schedule control of suspended actions, | 


Releases military services excess property no longer required within 
DOD for GSA screening or disposal by the owning military service. 


Order Section 





Prepares and distributes transfer orders to effect the redistribu- | 


tion of excess personal property. 


Research and Correspondence Section 


Performs necessary research, processes actions and prepares 


correspondence required in obtaining or providing information related 
to the redistribution and utilization of excess personal property. Proc- 
esses withdrawals, corrections and amendments of material previously 
declared excess and adjusts pertinent records. Maintains permanent 
division files on the declaration and status of excess personal property. 
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rts Section 


Reports Section 


Develops, analyzes and publishes statistics onthe reporting, 
ing, and redistribution of excess personal property, and on the ac- 
a . the CCGs, ACGs and UCOs. Prepares DOD reports on the 
eee i flow of excess personal property including quarterly reports 
aa the reporting, utilization and disposal of Army, Navy, Marine 


Corps: and Air Force property. 
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PRESENTATION BY MR. HERMAN C. HANGEN, DIRECTOR 
ARMED FORCES SUPPLY SUPPORT CENTER 





TO THE | organiz 
NAVAL SUPPLY SYSTEM CONFERENCE, NAVAL SUPPLY DEpPorT which p 
MECHANICSBURG, PENNSYLVANIA Pr militar’ 
March 12, 1959 | Admira 
| alternat 
| Assista 
| Secreta 

Before presenting "A Report from Armed Forces Supply Support 

Center", a few words on why an Armed Forces Supply Support Center 

may be of interest to you. organiz 
} man-~ 
A directive by the Secretary of Defense, dated October 7, 1957, "Mr. L 
set into motion, through the Logistics Systems Study Project, a rea] lam su 
comprehensive analysis of commercial and common items of supply, po 
of that 
In addition to the 109 recommendations which were summarized the Ana’ 
into ten action projects, the Steering Group of the Logistics Systems Study is in the 
Project identified a gap in the organization in the Department of Defense, Out of 
stated as follows: the Nav: 


"No central group devotes itself primarily to ferreting out problems 
in interservice supply operations and identifying opportunities for oe 
economy through improved coordination or integration". transfer 


Group, of which Admiral Boundy and Admiral Arnold were members, service 


recommended a separate agency which would be: a N 
under a 


(1) responsive to the military needs of the services 


, 


together 


had bee: 
After considering various means of filling this gap, the Steering Secreta: 
(2) be engaged in supply support in contrast to supply operations, ani 


(3) whose principal mission is to affect optimum integration in the 


management of common supply. : Catalogi 
You are 
: : ; ; without | 
From this recommendation came Department of Defense Directive ane 
Number 5154. 14, dated June 23, 1958, and the Armed Forces Supply Support ape 


Center. things w 
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This Chart (Tab A) shows the relationship of the Center in the Defense 
nization, The Center operates under the general direction of a Council 


ont provides a fully representative executive group responsive to the 


| military services, but under the direction of the Secretary of Defense, 
Admiral Boundy is the Navy Council Member and Admiral Kimball, his 
alternate. My reports to the Council are transmitted concurrently to the 
Assistant Secretary of Defense (Supply and Logistics) and to the Materiel 
secretaries of the Departments, 


The second Chart (Tab B) shows the organization of the Center, My 
organization is composed of 432 civilians, 14 officers and one enlisted 
man -- so I do have one Indian. General Irvin L, Allen, better known as 
"Mr. Logistics", is my Deputy. Of the 14 officers, four are naval officers, 
[am sure most of you know them, Captain Fred Fallis is the Chief of the 
Utilization Division -- Commander Paul Barensfield is in the Plans Staff 
of that Division, Captain Don Lacey and Commander Hank Linscott are in 
the Analysis Staff, May I mention the Marine Corps? Colonel Clif Craig 
is in the Analysis Staff -- Captain Bill Cross in the Utilization Division, 
Out of the 14 officers, six are from the Department of Navy. As I add it up, 
the Navy is well represented, 


The three Divisions, Cataloging, Standardization, and Utilization, 
were organizations that had been in existence for some years and were 
transferred, fully staffed, to the Center. Cataloging and Standardization 
had been under the cognizance of separate divisions in Office of Assistant 
Secretary of Defense (Supply and Logistics). Utilization (formerly Inter- 
service Materiel Utilization Agency) was a responsibility of the Department 
of the Navy for many years and during 1958, prior to transfer to the Center, 
under a Joint Service Committee. 


These three functions all have interests common to each other and 
together in the Center will provide better support to the military services, 


I do not intend to explain the scope and purpose of the Federal 
Cataloging System, the Standardization Program, or the Utilization Program, 
You are all familiar with these functions, but I would never be satisfied 
without knowing that my staff were conducting continuing studies and 
developments for improvements in these functions that will be of genuine 
help to you, I would like to cite a few typical examples of some of the 
things which you may expect, 
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In our Cataloging operation we continue to move towards oy, 
ultimate objective of fully integrated data processing. As you know, we 
are processing reference data on an IBM 705, On the 16th of this month 
we are initiating a wire transmission system. Eléctronics Supply Offiee 
will be the first of the Navy activities to use this device. 


The term "wire transmission" does not tell the whole story. A 
coding system has been developed for stable and repetitive information, 
These codes, as used in conjunction with punched paper tapes on 
automatic typewriters, automatically produce several copies of the 
descriptions. Your technician now need only write a short series of 
numbers, Your typist need only press the keys for the codes and the 
machine does the rest. Codes will cover about 90 percent of the 
identification workload, The remaining 10 percent can be typed as in 
the past, 


The data in the punched paper tapes is then transferred to magnetic 
tapes at the rate of 465 characters per minute, The total days magnetic 
tape is transmitted to the Center, over conventional long distance lines at 
a character rate of 3600 per minute, The technique applied for transmissiq, 
is "tone pitch'' with each code assigned a different pitch. Several steps in 
the process are eliminated or automatically accomplished as by-products 
of the system, The system will require for the present the conversion of 
the punched tapes to cards for linking to the IBM 705, 


We believe that your internal operations for preparation of 
identification will be simplified and time reduced, Also total time between 
release of your request for an identification and receipt of action from the 
Center will be reduced as much as 30 to 70 percent depending on your 
geographical location, 


If all goes well, all of your activities participating in the Cataloging 
system will be using this system by October. The system also permits 
transmission of recorded messages between your activities, that have this 
equipment, as well as to activities of the other services, as you would now 
use the telephone in long distance calls, 
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In our Standardization Program, we are not only concerned with 

the direct elimination of the unnecessary variety of types, kinds and sizes 

items, -- we are also concerned with the practices that contribute to 
ous of items in supply systems. One such practice concerns 
engineering drawings, since all equipment and parts originate on a drawing 
board. We have been working closely with each of the military technical 
activities and with industry to develop a single specification which will 
insure that drawings prepared by all contractors comply with uniform 
i yirements and are suitable for maintenance and other military 
a aeee: The specification will replace, in whole or part, 154 
ecifications and other documents now being used for the procurement 
veatiak Among the tangible benefits of this project are savings of 
millions of dollars and millions of manhours of technical and drafting room 
talent; more uniform engineering identification, which will preclude the 
need for many new Federal Stock Numbers; and more commonality among 


| users of equipments and parts. 
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One of our biggest problems in excesses is the holding time during 
the screening processes, A study recently completed by the Analysis Staff 
has resulted in an AD-HOC Committee being monitored by the Office of 
Assistant Secretary of Defense (Supply and Logistics) which we hope will 
result in vitally needed improvements. One improvement now being 
implemented eliminates the need for screening within the Defense Department 


| of Single Manager excesses and already excess declarations being received 


by the Center which have cleared the Single Managers are immediately sent 
on to the General Services Administration Regional Office, if appropriate, 

or returned to the declaring activity for final disposal. Other improvements 
being developed would provide for certain designated line items below a 


| value, yet to be fixed, to be forwarded directly from the declaring activity 


to the local General Service Administration Regional Office for concurrent 
screening within the region by military and civil agencies, For such items, 
this improvement would reduce your holding time in half. For items which 
must continue to be screened separately within Department of Defense and by 
General Services Administration, we are working towards a substantial 
reduction in the overall time now required for this screening. Additional 
advantages of reducing holding time of excesses include reduced storage and 
handling costs, reduced storage space and permit earlier final disposal. 


lam also stressing the need for simplified procedures in all of these 
processes, 


These are just a few of the improvements we are working on, There 
are many more. 
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The Analysis Staff of 15 professionals had to be assembleq after / 


the Center was organized. Onit are seven civilians of senior grade pos 
from the career service of the military departments and eight officers f. ae 
each of the military services. Navy ranks are Captains and Co by will be 
‘ : i 
and from the other services -- Colonels, Lieutenant Colonels, ang Majo, supply 
This professional staff was selected on the basis of their Supply an 
Management experience, demonstrated ability, objectivity, and under. ) patter 
standing of military missions. In their selection, I have provided a servic 
balance of all of the technical specialties within the broad scope of Supp; 
Management. 
on whi 


After assembling most of this staff, I felt that the first task to be feasib 
accomplished was a self-appraisal of the operating elements of the Cente center 


My purpose was to be sure my own house was in order before looking in| Tam h 
those of others, Also, it served as a period of getting acquainted with vent 6 
each other and valuable training in working as teams. I organized thre, 
teams which conducted comprehensive studies of the Cataloging, a 
Standardization and Utilization functions, extending these studies ag t also v: 
their effect on your field activities. These studies have all been Complesé those i 
and the worthwhile recommendations that were developed are either 
implemented or are being implemented. 

accom 


Another study has also been completed. This study was an analy, of ther 
of the Single Manager Assignment for Photographic Equipment and Supp facts, 
which was made to the Secretary of the Air Force on February 17, 1954) practic 
but never fully implemented. Our findings in this study reveal that ony| P™°P4 


marginal benefits would be forthcoming by full implementation of a — 
Single Manager for this commodity. My final recommendation is that th were 
Single Manager Assignment for Photographic Equipment and Supplies b ae 
withdrawn and the Air Force continue as Single Department Procuremer| the oe 
assignee for this commodity. briefin 


The teams are now ready for conducting analyses throughout the 
military services and two studies will begin within a few days. The firs comple 
study is in the area of "General Supplies". A team of five from the Cem) Septem 
with some representatives of the military services, will visit various 
military installations in connection with this study. Though the itinerar 
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are subject to change, it is most likely that this team will visit General 
stores Supply Office, Aviation Supply Office, and Ships Parts Control 
Center, a8 well as several depots and using installations. This team 
will be researching as to how each of the military services conducts their 
supply operations in this area. The information that will be required 
includes the volume of business, extent of inventories, analysis of the 
supply system employed, how requirements are computed, distribution 
pattern and other facets necessary to assess the systems of each of the 
services. Certain statistical information will also be required. 


This study is designed to obtain the necessary facts and information 
on which to evaluate (1) the need for management improvements, (2) the 
feasibility of Single Managers, (3) the feasibility of commodity management 
centers, and (4) any other optimum course of action for these commodities. 
1am hoping that these facts will speak for themselves and will show us 
what should be done. 


The second study covers ''Local Purchase" practices. A second 
team of four from the Center is being assigned this job. This team will 
also visit a number of your Navy installations and activities, as well as 
those in the other services, again to obtain the facts in this area. 


I realize that there are many differences in the manner of 
accomplishing local purchase by the four military services, Perhaps many 
of them are proper, but by analyzing these practices and getting all the 
facts, it will be possible to determine the extent that uniform local purchase 
practices would benefit the military services, Both study plans have been 
prepared with the help of all the military services and those of you who are 
commanding Naval installations that will be visited by these teams will be 
receiving full information through your command channels. To cause the 
least disruption in the operation of field activities, the two studies are 
integrated where both teams will visit the same installation. In this case 
the visit will be made at the same time and eliminate the need for separate 
briefings or orientation. 


lam planning that the field survey portion of the study will be 
completed in August and that the reports will be ready by the end of 


September. 











| 


| 
| 





MILITARY SUPPLY MANAGEMENT 


January Sy 1957 
NUMBER 4000.8 





(Gc) Ill. 


\ 


Department of Defense Directive 


SUBJECT Basic Regulations for the Military Supply System 
References: (a) Title 10, United States Code, 82202 (formerly 
section 638, Department of Defense Appropriatic, 
Act, 1953) 
(0) Department of Defense Directive 000.8, dated 
17 November 1952 (cancelled herein) 
(c) Department of Defense Directive 000.9, dated 
S September 1952 (cancelled herein) 
(d) Department of Defense Directive 5025.1, dated 
31 January 1956 
Ie PURPOSE 


The purpose of this directive is to provide for the 
continuous and comprehensive implementation of Reference 
(a), and to simplify and modernize References (b) and (c), 


BACKGROUND 


A. 


w 
. 


DOD Directive 000.8 (Ref. (t)), was issued on Septede 
5, 1952 following the enactment of Reference (a); it 
was revised on November 17, 1952. DOD Directives IV, 
000.8 and 4000.9 (Ref. (c)) implemented Reference (:) 

by setting forth certain principles to be followed by 

the Military Departments, and assigning responsibilitic 

to certain officials of the Office of the Secretary of 
Defense, in the field of supply management. 


DOD directives and instructions issued subsequently 
treat in detail the same areas covered by Reference (}), | 
and reflect current organizational responsibilities od I 
the CSD assigned in Reference (c). An effort to keep 
Reference (b) up to date in its current form and to 
revise Reference (c) would now be repetitious and is 

no longer necessary. 
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CG. Reference (d) currently provides for an overall Department 
of Defense Directives System including procedures for 
reviewing the implementation of and compliance with DOD 
issuances. 


POLICY 
A. Reference (a) provides as follows: 


"Notwithstanding any other provision of law, an officer or 
agency of the Devartment of Defense may obligate funds for 
procuring, producing, warehousing, or distributing supplies, 

or for related functions of supply management, only under 
regulations prescribed by the Secretary of Defense. The 

purpose of this section is to achieve the efficient, economical, 
and practical operation of an integrated supply system to 

meet the needs of the military departments without duplicate 

or overlapping operations or functions.® 


B. Effective immediately, it is the policy of the Department of 
Defense that all DOD directives issued by the Secretary of 
Defense, and all DOD instructions issued pursuant to authority 
delegated by the Secretary of Defense in accordance with 
Reference (d), dealing with procurement, production, ware- 
housing, distribution of suvoplies or equipment or related 
supply management functions, are regulations of the Secretary 
of Defense for the purpose, among others, of implementing 
Reference (a). 


C. All regulations, procedures and instructions of the Milita y 
Departments covering procurement, production, warehousing, 
distribution of supplies or equipment or related supply manage- 
ment functions to the extent that they are not inconsistent 
with LOD directives or instructions, shall remain in full 
force and effect. 


EXPANSION OF SUPPLY FACILITIES 


Without the necessity of any other Department of Defense directive 
or instruction provided for in sub-paragraph B above, no additional 
independent or expanded supply facilities for common use standard 
stock items of supply shall be created without prior approval by 
the Secretary of Defense, 


RESPONSI BILI TIS 


Kach Assistant Secretary of Defense and the General Counsel, within 
the scope of the functions assigned to him by law or by directive 
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of the Secretary of Defense, shall be responsible for the imple. 


mentation oi Reference (a) including: 


1. submission to the Secretary of Defense for signature proposed 
LOD directives, 

2. issuance of DOD instructions in accordance with Reference (d) | 

’ 

3. review of regulations, procedures and instructions of the 
Military Departments for conformity to Department of Defenge | 
policy, 

4. coordination of his activities with the activities of other 
officers and agencies of the Office of the Secretary of 
Defense, and 

5. keeping of such records and making such reports to the Secretsy 
of Defense as may be required to keep the latter advised of | | 
progress in the imolementation of Reference (a), 

CANCELLATION 


The following are cancelled: 


1. 


26 


36 


he 


Te 





Secretary :of Defense Memorandum, The Department of Defense 
Supply System, 17 November 1919. 


DOD Directive 100.1, Supply Management - General, 17 July 


bOD Directive 4000.8, Basic Regulations for the Military 
Suooly System, 17 November 1952. 


DOD Directive 000.9, Military Supply System Regulations, 
5 September 1952. | 


DOD Directive 000.10, Priority in Implementation of Military 
Supply System Regulations, 1 October 1952. 





LOD Directive 4000.11, Records and Reports Under Basic 
Regulations for the Military Supply System (DD-S%L(Q)103), | 
29 September 1953. 


DOD Directive 000.13, Explanation of Revised Basic Regulation 
for the Military Supply System, 22 November 1952. 


QaaB 


Deputy Secretary of Defense 
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15 October 1954 
NUMBER 4120.3 








Department of Defense Directive 


SUBJECT Defense Standardization Program 


I. 


PURPCSE 


This directive restates and clarifies the scope, purpose and 
basic objectives of the Defense Standardization Program and 
provides a statement of the principles and policies under which 
this program is to be prosecuted in consonance with other 
approved DCD programs, 


II. AUTHORITY AND RESPONSIBILITY 


The Defense Standardization Program is conducted under the 
authority of the National Security Act of 1947, as amended, 

the Defense Catalozing and Standardization Act of 1952 and 

the Department of Defense Reorganization Plan No. 6 of 1953. 
Responsibility for the administration of such standardization 

is specifically assigned to the Assistant Secretary of Defense 
(Supply and Logistics) by DOD Directive 5126.1 of 13 August 1953. 
The collateral responsibility of ASD (Applications Engineering) 
will be coordinated under DOD Instruction 5126.) dated 12 March 
195h. 


ITI.CANCELLATION 


This directive supersedes DOD Directive 4120.3, 2 february 1953, 
Munitions Board memorandum dated 21 July 199 titled "MJitary 
(MIL) Specifications Manual Policies and Procedures" and 
Munitions Board memorandum dated 2 December 1949 titled "Folicy 
Governing Control of Procurement Under Approved Specifications" 
and any standardization instructions inconsistent with this 
directive or policies established herein. 


IV. THE STANDARDIZATION PROGRAM 


A. Scope 


The standardization program is concerned with: 


1. Standardization of material, components, equipment and 
processes with respect to items and services approved 
for use by the Army, the Navy, and the Air Force. 
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2. Stmdardization of enginecring practices and proced. | 4, Sti 
ures essential to design, procurement, production, = 
inspection, application, preservation and preparation St: 
for delivery of items of military supply. is 

By Furposes me’ 

The purposes of the Defense Standardization Program are; Tia 


1. To improve the efficiency and effectiveness of logistica] 
support, and operational readiness of the Arny, the Navy 
and the Air Force. 


2. To conserve money, manpower, time, production facilities 
and natural resources, 


Ce Ob jec tives 


The purposes of the Defense Standardization Program will be : 
realized by accomplishment of the following objectives: | 


1. Adoption of the minimum aunber of sizes, kinds or types 
of items and services essential to military operations, 


2. Achievement of the optimum degree of interchangeability of B Sp 
the component parts used in these items, 


Sp 

3. Development of standard terminology, codes and drawing pr’ 

practices to achicve common understanding and clear te 

interpretation of the description of items and practices, in; 

i. ; : ; ; re 

1. Preparation of engineering and purchase documents to insur | na 
the desirn, purchase and delivery of items consistent with 

the scope and purpose of the Defense Standardization Progra, | - 

5. Providine the military departments with the most reliable | °+ Ha 
equipment possible by the adoption of materiel which has 

been evaluated in accordance with established Government Hat 

specitications and standards. op 

DEFINITIONS re’ 


——- 


For the purpose of the Defense Stancardization Program the followig , De: 
definitions will apply: — 


sec 
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LA, Standards 


standards are documents that establish engineering and technical 
limitations and applications for items, materials, processes, 
methods, desicns and envtineerinz practices. 


Trey will: 


1, limit the selection of materials, items, services, etc. 


Leal in order to provide for: 
avy 
a, functional and vhysical interchanzeability of parts, 
des components, sub-assemblies and equipments, 
bd. Compatibility of items and equipments in their own 
or related systems, 
be 2, Establish basic engineering terminology and codes, 
3. Limit the variety of end-use items which can be procured 
sm for stock md issue. 
ns, 


ity of | Be Specifications 


Specifications are documents, intended primarily for use in 


ng procurement, which are clear, accurate descriptions of the 
technical requirements Tor items, materials or services includ- 
‘ices, ing the procedures by which it will be determined that the 


requirements have been met. Specifications for items and 


> insure | materials shall also contain preservation, packasines, packing 
at vith and marking requirements. 

a Progra, | 

. | C, Handbooks 

Liable | °+ Handbooks 

h has z 2 

nment Handbooks are reference documents used in supply management 


operations which brins tosether under one cover general 
information, procedural and technical use data which are 
related to the standardization program. 

following =D, Deviation 
A change to specification or standard requirements, made prior 
to award of contract and detailed in the contractual document. 


E. Waiver 





A change to specification or standard requirements, made sub- 
Sequent to award of contract, which may or may not be reflected 
in a change to the contractual document, 


41742 O—59 29 
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Item 





As used in this document, the term''item" is a broad 
term and includes, but is not restricted to, equipments, 
components and sub-assemblies. C. 


VI. PLAN 


A. 


In order to achieve the objectives of the program, the Office | 
of the Assistant Secretary of Defense (Supply and Logistics) 
will assign to the military departments, after coordination 
therewith, responsibility for portions of the prosram. The 
assignments will be consistent with departmental capacity 

and supply interest, with due regard to departmental mission, 
Assiznment will be made: 


1. For supply items, by classes in the rederal Supply 
* . ; 
Clessirication system. 
2. For General Engineerins Standards, by practices, 
processes, codes, standard terminology, etc,, De 
reouired for lovistic support. 


For each portion of the program assisned, the responsible 
military department shall develop a detailed plan for the 
achievement and maintenance of standardization in that area 

in collaboration with other interested departments. The 

plan shall include provision for appropriate work assignments, 
or reassiznments to other denertments, where appropriate, 

The initial efforts sinall be directed toward tne elimination 

of unneeded items currently in the supply system (sinplification),| 
The next step shall consist of an analysis of the remaining | 
varieties, types, kincs and sizes of items based on engineerin | 
criteria, needs, uses, military characteristics and other | 
fundamental factors. The purpose of tnis process is the further 
elinination of items or the development of new standard items 
to replace existing items. The plan shall include full 
consideration of industry practices and shall insure coordination 
with appr~priate segments of industry. Detailed plans so 
developed shall provide for the following: 


l. WHethods for achievins sivplification in each assigned 
area to eliminate varieties excess to current or 
planned requirements. 

2. Development of standards and specifications for itens, 
materials, equipments and services concurrently with, 
or apart from, simplification actions. 





C 


fice  } 
os) 
on 


ion, 


De 


signed 


items, 
with, 


445 


Development and preparation of all necessary engineering 
standards. 
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The plan for standardization developed pursuant to assignments 
shall include the necessary procedures by which the standard- 
{zation is to be achieved. These procedures shall insure 

that the essential requirements of all services are accommodated 
jn the standardization achieved, These procedures may provide 
for the achievement of standardization by an individual 
military department, by joint task groups, or, in the case of 
commodities where the art is rapidly developing, through the 
yse of standing committees. It is expected that departments 
will give members of such task groups and standing committees 
a reasonable latitude to resolve issues in committee in order 
that departmental concurrences will be expedited. Where 
practicable and desirable, industry advisory committees will 
be established to assist in standardization. 


The determination as to the desirability of, and the priority 
of, standardization projects wili oe made on the basis of 
resulting identifiable benefits. Therefore, a factual 

evaluation of benefits to be derived from the standardization 
project will be made before the project is undertaken, These 
penefits will be balanced against the cost of completing the 
project, and its initiation and priority determined accordingly. 
It is recognized that benefits and costs may not lend themselves 
to dollar measurement. Appropriate values shall be assigned 

to non-dollar benefits and costs. In assessing the benefits 

to be derived from standardization, consideration consistent 
with other approved DOD prosrams and policies will be given 

to the degree to which standardization contributes to -- 


1. Facilitating the determination of logistics requirements, 
2. Facilitating procurement through: 
a. The consolication of purchasing requirements, 
b. Increasing sources of supply, 
c,. Establishment of the appropriate level of performance, 
d. Improvement of design and producibility of items 
of supply. 
3. Improving logistic support, 
4. Providing significant logistic or engineering benefits 


or dollar savings, 








VII. 


e. 


5e 
6. 
7. 
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Facilitating interdepartwmental cross-servicing, 
Reducing distribution and maintenance costs, 


Saving of materials on the DOD conservation list, 


Programs developed by the military departments pursuant to 
assignments of responsibility shall be submitted to the 
QASD (S&L) for review and shall be carried out in coordination 
with all interested departments in accordance with the plans 
submitted. 


Differences among the military departments in any phase of 
the program, which cannot be reconciled by the assigned 
department, will be referred to OASD (S&L) for resolution, 


GENERAL STATEMENT OF STANDARDS AND SPECIFICATIONS POLICY 


Federal and military specifications and standards in the 
Department of Defense shall be governed in their development, 
preparation and use by the following: 


A. 


B. 


General 


l. Specifications 


26 


Specifications prepared by the military departments 
shall be issued in either the Federal or military 
series, Existing departmental, bureau or service 
specifications are authorized for use in production 
and procurement. However, they will be converted 
to the Federal or military series or canceled by 

1 July 1955. 


Standards 


Effective six months from the date of this directive, 
all new standards prepared by the military departments 
shall be issued in the Federal or military series, 
Existing standards not in the Federal and military 
series will be integrated into the Defense Standardization 
Program by conversion to one of these series under a 
planned program designed to minimize cost and permit 

an orderly transition. The development of this progran 
will be coordinated by OASD (S&L) with the departments, 


Preparation and Coordination 


ae 


Federal and military standards, specifications, qualified 
products lists and standardization handbooks shall be 
prepared, coordinated and implemented in conformance with 
approved Federal and DOD policies, regulations, instructions 
and procedures. 
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Except as indicated herein, Federal and military specifica- 
tions shall be prepared for procurement of items to be 
repetitively stored and issued in the military supply 

systems, and shall include provisions for preservation, 
packing, packaging and marking in accordance with DbD Directive 
1,100. sy 27 Feb 53. Federal and military specifications 

need not be prepared (or used) for the following: 


a. Purchase incident to research and development, 
b. Purchase of items for test or evaluation, 


c, Purchase of laboratory test equipment for use by 
Government laboratories, 


d, Purchase of items for authorized resale except 
military clothing, 


e. Purchase of items in an amount not to exceed {1000.00 
(multiple small purchases of less than $1000.00 of the 
same item shall not be made for the purpose of avoiding 
the intent of this exception), 


f, Purchase of one-time procurement items, 


Purchase of items for wnich it is impracticable or 
uneconomical to prepare a specification (repetitive 
use of a purchase description containing the essential 
characteristics of a specification will be construed 
as evidence of improper use of this exception), 


g 


A purchase description nay be used for procurement of items, 
materials and services covered by the above exceptions, 


Specifications normally will be prepared and used regardless 
of dollar volume of anticipated procurement when required 
to meet one or more of the following conditions, 


a. Protect the health and insure the safety of personnel 
using or handling the iten, 


b. Assure required interchangeability. 
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C. 


De 


c. Assure the minimum quality level required for adequate 
performance, 


| 


d. Assure the incorporation of necessary military character. | 
istics. 


Relationship to the Federal Standardization Program 


Standardization involving materials, items and services como, | 
to the Department of Defense and at least one civilian agency 
will normally be coordinated with the civil agencies of the 
Federal Government and will be reflected in Federal specificati, 
and standards. However, all standardization effort within 

the Department of Defense shall be integrated, volanned and 
conducted in accordance with procedures and schedules establishe 
by the OASD (S&L). 


Mandatory Use of Specifications: and Standards 


Coordinated Federal and military standards and specifications 
approved for use by the DOD are mandatory for use in the design, | 
selection and procurement of the items, materials or services gy | 
covered, Excluded from this requirement are existing coordinate; | 
Federal and military standards and specifications, develoned 
under policies permitting voluntary exemption by the military 
departments. These documents shall be scheduled for revision 
under plans developed by OASD (S‘:L) in coordination with th | 
departments, 


le. Standards 


Each military department will establish procedures to 


insure the use of coordinated standards and to insure 


that waivers or deviations are authorized by competent 
authority. Authorized waivers and deviations to 
standards will be reported periodically to the Assistant 
Secretary of Defense (Supply and Logistics) in accordance 
with separate instructions, ‘when repeated deviations 
or waivers are found necessary, action to revise the 
standard will be taken in accordance with established 
procedure, Where it is determined that a stmdard is 
no longer required, action leading to its cancellation 
should be taken in accordance with established procedure, 


2. Specifications 
Except as noted above (secs. VII-b and VII-D), coordinated 


Federal and military specifications are mandatory on all 
activities of the Department of Defense for use in 
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procurement either by formal advertising or negotiation, 
and, aS appropriate, in design. The military departments 
shall establish procedures to assure: 


a. That these specifications are used, 


b. That justification for deviations or waivers therefroan 
are subjected to competent review before authorization. 


c. That when repeated deviations or waivers are found 
necessary, action to revise or amend the specification 
be taken in accordance with established procedures, 


d. Each new item acquired by the military departments 
shall be immediately submitted for inclusion in the 
standardization program in keeping with Section IV-C-1 
of this directive. 


COMMERCIAL ITEMS, INDUSTRIAL STANDARDS AND THE NEED FOR 


FIEMIBILITY IN CHANGING SPECIFICATIONS AND STANDARDS 
ne 


In the develorment of Federal and military specifications and 
standards, commercial end items and component parts will be 
used to the maximum degree practicable, Commercial items will 
be adopted without modification unless such procedure will 

not satisfy military requirements such as performance or 
interchangeability as determined by competent authority. When 
commercial items are available, reasons for unsuitability for 
military use shall be made a part of the record of the project 
development. 


Nationally recognized industry and technical society standards 

and specifications shall be used to the maximum extent practicable 
in the development and design of materiel and in the preparation 

of military and Federal standards and specifications. This 

policy will permit the maximum conservation of engineering effort 
within the Department of Defense and, at the same time, assure 

that the requirements of the Department of Defense are successfully 
geared to existing industrial practices and resources. 


Standards and specifications, at the time of issuance, shall 
prescribe requirements reflecting the existing stage of technological 
development and current industrial practices, Changes are to 

be made whenever warranted by technological and scientific 

progress, by experience in production or use, or by materials 
shortages, Under this policy, standards or specifications shall 

not be construed as inalterable, and shall be designed to permit 
unrestricted technological development or improvement of design. 








450 





MILITARY SUPPLY MANAGEMENT 
COORDINATION WITH INDUSTRY 


The department developing standards and,specifications shall 
assure that adequate coordination nas been effected with 
those sections of industry concerned, including potential 

new suppliers, where aporepriate. The impact of the proposed 
standardization upon the ability of industry to produce in 
the quantities required must be assessed before final decision 
to standardize is made, Also, advantare can be taken of 
industry suggestions for improvement throush application of 
the latest technolozical advances. It is essential that the 
industry be aware, at an early stage, of tie changing 
requirements of the Armed Forces and be riven an opportunity 
to evaluate the proposed chanze in the lisht of technical 
soundness; foreseeable costs or procurement delays; need for 
retoolinz; new processes or tecmniques required; trainin= of 
the labor forces and the effect upon full and free competition, 


Coordination snall be accompiished with a representative crosse 
section of industry, including a proper distribution by geocraphy 
ani size of business, and includinz both trade association members 
and unaffiliated comnanies, and, where appropriate, trade associations, 
technical societies and other standardization organizations, 


ORGANIZATION 


Each military department shall establish the necessary organization 
required to carry out effectively its responsibilities under this 
program. Since military supply standardization and engineering 
Standards affect desicn, development, procurement, cataloving, 
distribution, use and maintenance of items of military supovly, 
the resnonsible organizational unit shall be desisnated at a level 
of authority adequate to insure effective coordination and management 
f the standardization effort. This organizational unit shall be 
So organized and staffed as to effectively implement, for its 
department, dele gations of resnonsibility for standardization by 
OASD (S2:L) in accordance with the principles of this directive, 


Responsibilities assigned to this organizational unit should include; 


1. Tne coordination of the standardization efforts of the 
services, bureaus and commands. 


2. Assistance in the establishment of adequate budgets and 
Staffs for standardization operations and the interration 
of departmental and Department of Defense standardization, 


3. Development of departmental policies and procedures to 
assure the development and use of standards and specifications 
in accordance with this directive, 
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. Development of departmental policies and procedures 
e« for monitoring departures from standards and specifications. 


5, Prevention of overlapping and duplicating specifications 
and standards. 


6, Maintenance of the official channel of communication 
between its department and other departments and the 
Office of the Assistant Secretary of Defense (Supply 
and Logistics) with respect to the Defense Standardization 
Programe 


In addition, each military department shall furnish one member 
and alternate to serve as an advisor to the Staff Director, 
Standardization Division, Office of the Assistant Secretary 

of Defense (Supply and Logistics) in the development of the 
defense standardization policies, program and procedures, 


REPORTS 


The military departments shall report progress under this program 
in accordance with Public Law 436, 82nd Congress, and the 
instructions contained in DOD Instruction No. };120.1 dated 

7 May 195. 


IMPLEMENTATION 


The provisions of this directive are effective upon receipt. 
Each military department shall implement the substarke of 

this directive as soon as possible and insure the instruction 
of all elements and’ levels of responsibility concerned in 

the content, intent, principles and objectives of this program. 
Copies of implementing policies and procedures will be provided 
to the Office of the Assistant Secretary of Defense (Supply 

and Logistics) as they are issued. 


Secretary of Defense 















MILITARY SUPPLY MANAGEMENT 


March ll, 1959 B. 
NUMBER 4130,2 





ASD (S&L) 


Department of Defense Directive 


SUBJECT Development and Maintenance of the Federal Catalog System 


IIl. 


within the Department of Defense v. ‘ 


PURPOSE A. 
This directive states the mission and objectives of the 

Federal Cataloging Program, the scope and policies of the 

Federal Catalog System, and assigns responsibilities therefor. 
CANCELLATION 


This directive supersedes and cancels: 


Department of Defense Directive 4130.2, dated April 
6, 1955. 


MISSION 


In the interest of increasing military effectiveness, aiding 
the national economy, and promoting greater efficiency and C. 
economy in materiel logistics operations, the mission of 

the Federal Cataloging Program is to develop, establish, conver 
to, and maintain a single uniform catalog system, and there- 
after utilize this system as an effective tool of management | 
in all materiel logistics functions. This system will provide | 
a common identification language, eliminate different identi- 
fications of like items, reveal interchangeability among item 
aid in standardization, facilitate inter- and intra-department:) 
logistical support, assist industrial mobilization, and 
strengthen government-industry relationships. 


OBJECTIVES D. 


A. To provide for, maintain, convert to, and utilize a single 
Federal Catalog System in the Department of Defense. 
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To name, identify, classify, and number each item to be 
included in the catalog system so that the same item 

will have a single Federal item identification within and 
between all organizational elements of the Department of 
Defense. 


To collect, maintain, and publish such additional related 
management data as may be determined to be necessary or 
desirable. 


RESPONSIBILITIES 


Pursuant to the provisions of Chapter 145, Title 10, 

United States Code, the Secretary of Defense is to provide, 
among other functions, for the development, establishment, 
and maintenance of a single catalog system; and for the 
conversion to and utilization of this system throughout 

the Department of Defense in all materiel logistics 
functions. 


The Secretary of Defense, by DOD Directive 5126.1, dated 
January 7, 1959, Subject: “Assistant Secretary of Defense 
(Supply and Logistics)", assigned responsibility to the 
Assistant Secretary of Defense (Supply and Logistics) 

for supply cataloging and standardization. 


The Assistant Secretary of Defense (Supply and Logistics) 

is responsible for the overall administration of the 

Federal Catalog System, and for the development, estab- 
lishment, and implementation of Cataloging plans, policies 
and programs, including policies and programs for obtaining 
maximum utilization of the catalog system in overall logis- 
tics management. He will also insure DOD participation with 
Civil Agencies and International Agencies and with industry 
and other non-defense activities on all cataloging matters. 


The Armed Forces Supply Support Center is assigned 
responsibility for administering the operations of the 
Federal Cataloging Program in accordance with the policies, 
plans, programs, and guidance provided by the Assistant 
Secretary of Defense (Supply and Logistics). This 
responsibility includes: 
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The central review, approval, numbering and 
publication of identification and classification 
data and the development, review and approval 
of cataloging tools. 


The development, review, and approval and con- 
trol of operational cataloging procedures, prin- 
ciples and rules for the Federal Catalog Systen, 
including the submission to ASD(S&L) of recon- 
mended new and revised Policies and Programs, 


The preparation and publication of Federal Catalog 
data. 


Insuring effective conversion of military supply 
systems to the exclusive use of Federal Catalog 
data. 


The establishment and operation of an electronic 
data processing facility and communications network 
for use in the Federal Catalog System and such other 
programs as may be required by the Armed Forces 
Supply Support Center or the ASD(S&L). 


E. The military departments are hereby assigned responsi- | 
bility for: 
1. Providing advice and assistance to the Assistant 


Secretary of Defense (Supply and Logistics) and the | 
Director of the Armed Forces Supply Support Center 
on all elements of the Federal Catalog System in ori) 
that it will be of the most practical value to all 


logistics operations within the Department of Defense) yz. 


In addition, each military service will designate 
one individual and an alternate who will serve as 
an advisor, as required to the Chief, Cataloging 
Division, AFSSC, on Cataloging matters. 


Participating in the development, establishment, 
and maintenance of the Federal Catalog System, and 
for the conversion to, and utilization of this 
system, including submission to the AFSSC of 
recommended new and revised catalog policies and 
programs. 


Complying with the policies, principles, rules, 
and procedures of the Federal Catalog System. 
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4. Indoctrinating all personnel engaged in catalog- 
ing and logistics functions with a comprehensive 
understanding of this system, including the 
scope and objectives. 


5. Completing all phases of the cataloging program 
within the schedules as established by the 
Assistant Secretary of Defense (Supply and 
Logistics) or the Armed Forces Supply Support 
Center. 


6. Designating a headquarters staff office within 
each department or military service, as appropriate, 
which shall perform the staff functions of 
coordinating operations and monitoring compliance 
with policies, principles, rules, procedures, and 
schedules established by the Assistant Secretary of 
Defense (Supply and Logistics) and the Armed Forces 
Supply Support Center for the development, estab- 
lishment, and maintenance of the Federal Catalog 
System. In addition, this office, as necessary, 
shall provide advice and assistance, directly to 
the Office of the Assistant Secretary of Defense 
(Supply and Logistics) and the Armed Forces Supply 
Support Center on cataloging matters. 


FEDERAL CATALOG SYSTEM DEFINED 


The Federal Catalog System, as established within the 
Department of Defense, consists of (1) the policies, prin- 
ciples, rules, guides, and procedures for naming, identifying, 
classifying, and numbering items of personal property; (2) the 
approved Federal item identifications and the publication 
thereof; and (3) related data collected, maintained, and pub- 
lished in the catalog system for use in logistics. 


SCOPE OF ITEMS TO BE CATALOGED 


A, Those items of personal property in the Department of 
Defense that are subject to repetitive procurement, 
storage, distribution, issue, or use are to be named, 
identified, classified, and numbered in accordance with 
the Federal Catalog System. Such items are those which 
are of such practical logistics significance as to 
warrant system or central inventory management, reporting, 
or stock control at supply, maintenance, or industrial 
points within any organizational element of the Department 
of Defense. 
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B. Items in the following categories are exempted fron 
the Federal Catalog System except when a department 
determines that Federal item identification data wi}) 
be of value to one or more materiel logistics opera. 
tions: 


1. Procured on a one-time basis for immediate use jp 
research and development, experimentation, constry. | 
tion, or maintenance and not subject to centralized | 
item inventory management, reporting or stock Contro} 


2. Procured locally and intended solely for local use or 
consumption, and not subject to centralized itep 
inventory management, reporting, or stock control, 

3. Printed forms, charts, manuals, books, etc. subject | 

to central administrative and numbering controls 

within a bureau, service, or command, 


4. Primary capital end items of a nonexpendable type 
which support the basic military mission of each 
department and are subject to direct operational ay 
logistical control of the Secretary or the senior 
military commander of each department, such as ships, | 
aircraft, and tanks. 


5. Obtained through overseas procurement and intended 
solely for overseas use. 


6. Procured with nonappropriated funds. 
POLICIES 


A, Identification 


i) 


Each department shall insure that each of its itens 
to be cataloged is included and maintained in the 
Federal Catalog System as prescribed in the Federal | 
Manual for Supply Cataloging. 


2. Each item of supply shall have applicable to it one, 
and only one, Federal item identification; each Feder 
item identification shall be applicable to one, and 
only one, item of supply. 


3. When identification data for adequate cataloging of | 
new items are not available, or will not be obtained 





MILITARY SUPPLY MANAGEMENT 457 


re through other means, the activity establishing 

al the requirement for the new item shall obtain the 

re required identification data by specifying in 
procurement the use of Federal Standard No. 5, 
"Standard Guides for Preparation of Item Descriptions 

ets | by Government Suppliers," 

mstruc- | 

alized | 4, Upon completion of conversion in any area or portion 

¢ Contra] thereof, the Federal item identification shall be 
used in all logistics operations throughout the 

al use oy Department of Defense as the prime identification 

item | data for all items in or entering the Department 

atrol, of Defense and within the scope of the Federal 

: Catalog System. 

subject | 

tols B. Classification 

— 1. Federal Supply Classification (FSC 

e 
aa a. The Federal Supply Classification shall be 
oan | used in logistics management within the Depart- 
: ment of Defense. 
as ships, | 


b. Each item included in the Federal Catalog System 
tended shall be classified under the Federal Supply 
Classification and shall be assigned to one, 
and only one, 4-digit class, in accordance with 
the rules prescribed in the Federal Manual for 
Supply Cataloging. 


C, Numbering 


| 1. Each item of supply identified in the Federal Catalog 
ts items | System shall be assigned a Federal Stock Number, 


in the which shall consist of the applicable 4-digit FSC 

Federal | class code and a nonsignificant 7-digit Federal item 
identification number. 

o it one, 

ons tle 2. After conversion, the Federal Stock Number shall be 

one, al the only stock number used in logistics operations for 
items within the scope of the Federal Catalog System. 
The integrity of the Federal Stock Number shall always 

oging of | be maintained whenever it is employed in any operation 

. obtained or document. Logistics management codes, or other 


management symbols, may be associated with, but 

never included as a part of, the Federal Stock Number. 
These management codes or symbols must always be 
separated from the Federal Stock Number in such a 
manner that the Federal Stock Number is clearly 
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distinguishable. 


The Federal Supply Catalog 


1. The Federal Supply Catalog consists of the approve 
Federal identification data. It is published ang 
maintained in card form to provide the greatest 
flexibility and economy in operations. It is 
distributed to military cataloging, supply, and 
industrial activities as required to meet their 
varying operational needs and supply and logistics 
interests. 


2. The military services shall obtain from the Federg) 
Supply Catalog, in card form, the uniform identif;. 
cation data and shall publish such portions thereof 
in their operating cataiogs and other operating 
publications as are required to meet the needs of 
their differing logistical missions. 


3. The Assistant Secretary of Defense (Supply and 
Logistics) will direct that departmental operating 
catalogs be replaced by a single Federal Supply 
Catalog, in book form, in specified commodity 
areas, whenever such a catalog adequately meets 
the needs of the varying supply and logistical 
missions of all departments. The Assistant Secretay 
may, in addition, direct the publication of a 
Federal Supply Catalog, in book form, whenever such 
a catalog will economically serve to improve or | 
assist relationships between industry and the Depart- 
ment of Defense. 





Federal Supply Code for Manufacturers 


The 5-digit code for manufacturers as set forth in the 
“Federal Supply Code for Manufacturers" shall be used 
to the exclusion of all other codes for manufacturers 
whenever such codes are employed in connection with 
Federal Catalog data. 


Related Management Data 


: 
Related management data other than Federal item identifi-) 
cation data will be collected, maintained, and publishel 
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in the Federal Catalog System as determined by the 
Assistant Secretary of Defense (Supply and Logistics). 


1X, MAINTENANCE 


Proved The Federal Catalog System shall be maintained in a manner 
- and to provide optimum support to supply and logistics operations 
st in the Department of Defense. 
nd ¥. PARTICIPATION BY OTHER THAN DOD ACTIVITIES 
. Eee 


dir The Federal Catalog System as established within the 

S8tics Department of Defense may be extended from time to time 
to include other than DOD activities. At such time, the 
Assistant Secretary of Defense (Supply and Logistics) shall 


'edera] establish the basis for participation by all non-Department 
nt i fi- of Defense activities in such extended coverage. 
— xt, DOCUMENTATION 
ng —— 
is of | A. Chapter 145, Title 10, United States Code. 
| B. Federal Manual for Supply Cataloging (M-1). 
id 
rating C. Federal Item Identification Guides for Supply Cataloging 
yy (Cataloging Handbook H6). 
a D. Federal Supply Classification (Cataloging Handbook H2). 
al ) 


E. Federal Supply Code for Manufacturers (Cataloging Handbook 
secretar| H4). 


2r such F. FED-STD-5, Standard Guides for Preparation of Item 
or Descriptions by Government Suppliers. 
' 

— Memorandum for the Under Secretaries of the Army, Navy, 
and Air Force, from Deputy Assistant Secretary of Defense 
(Supply and Logistics), dated April 2i, 1954, subject: 
"Schedule for Completion of the Federal Cataloging 
Program." 

in the 

used XIII, IMPLEMENTATION 

urers 

ith The provisions of this directive are effective immediately 

and shall be implemented by each department to the extent 
identifi: 
ub lished 


41742 O—59——_30 
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that additional new or revised implementing policies ang 
procedures are necessary. Two copies of each such imple 
menting document shall be furnished the Assistant Secre 
of Defense (Supply and Logistics) as they are issued, 


ru "on 


Secretary of Defense 


| 
| 


" 


; 
i 
| 
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NUMBER 4140. 12 

pare December 2, 1957 
, £SD{S&l.) 
Department of Defense Instruction 


ECT Utilization of Department of Defense Materiel Assets 











peferences: (a) DOD Directive 5126.1, Assistant Secretary of 
(*) Defense (Supply & Logistics) 
(0) DOD Instruction 4140.3, Management of Materiel in 
Long Supply 
(c) DOD Directive 4140.6, Interservice Supply Support 
(a) DOD Instruction 4160.9, Policy and Procedures 
Governing the Reporting and Screening of Excess 
Personal Property Under the Control of the Department 
of Defense 
(e) DOD Instruction 4160.5, Department of Defense Screen 
ing Agency Effecting the Scieening of Excess Personal 
Property Under Control of the Department of Defense 
(f) DOD Directive 4000.8, Basic Regulations for the Mili- 
Systen 
(g) DOD Instruction 2110.8, Transfer of Reportable Excess 
Personal Property to Eligible Foreign Countries on a 
Reimbursable Basis 
(h) DOD Instruction 4000.17, Administration of Coordinated 
Precurement and Related Supply Programs 


I, PURPOSE AND AUTHORITY, 


This Instruction prescribes policies to effect optimm utilization of 
all Department of Defense materiel, md supplements the provisions of 
reference (b), ‘he screening requirements herein and the "Agency* per- 
forming functions related to Department of Defense assets are established 
pursuant to the authority contained in reference (a), 


11, SOOPE AND APPLICABILITY, 


A. The Instruction applies to each military service and encompasses 
ay item of materiel which can be released by one military service to meet 
a requirement of another military service, This materiel will hereinafter 
be referred to as “releaseable assets", 


B, This Instruction applies to the "Agency" which will perform functions 
related to the reporting, screening and utilization of Department of Defense 
assets and which will replace the Material Redistribution Division and the 
Interservice Supply Support Records Office. 
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III. POLICIES 


Devartment of Defense assets will be efficiently managed and 
utilization will be effected to the extent that it is economically feasible 
to do so. To insure that releasable assets of one service are made avai}. 
able to meet the needs of others, this Instruction provides for; 


l. The establishment of a single organizational unit to perforg 
the functions now required of the Material Redistribution Division and ths 
Interservice Supply Suppart Records Office, 


2. Minimum standards to be observed in the interservice utiliza, 
tion of releasable assets, 


IV. ESTABLISHMBNT OF ADMINISTRATIVE ORGANIZATION, 


A. In order to carry out policies set forth in this Instruction, 
an "Interservice Materiel Utilization Agency" will be established, Such 
organization will hereinafter be referred to as the “Agency”, Conc 
the Material Redistribution Division and the Interservice Supply Support 
Records Office will be disestablished, 


B, The “Agency” will assume all functions now performed by the 
Material Redistribution Division under authority of references (d), (e) 
and (g). These references will be modified as applicable to conform with 
the intent of this Instruction, In addition, the Agency will assum all 
functions now performed by the Interservice Supply Support Committee 
Records Office in the implementation of reference (c), 


C, The Agency will operate under the supervision of the Interservice 
Supply Support Committee and in conformance with supply policies of the i 
Assistant Secretary of Defense (Supply and Logistics), The Directorship 
will normally rotate among the services based on nominations of the Inter | 
service Supply Support Committee to the service concerned, Military persom! 
on the joint staff of the Agency will be assigned by the four services, 
Administrative support will be furnished by the Secretary of the Navy, 


V. MINIMUM STANDARDS OF PERFORMANCE. 


A, All procurement requirements of centrally controlled interservice 
able items over $500 per line item will be referred to Inventory Control 
Points in other services before purchase is made, All procurement require- 
ments of locally controlled items over $2500 per line item will be referred 
to Inventory Control Points in other services before purchase is made, ‘this 
does not preclude the referral of lesser amounts as prescribed by the 
services concerned, 
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B, Referrals, replies and other pertinent correspondence will be 
petween Inventory Managers, with copies of each document furnished to the 
agency» 

¢, The Agency will monitor prescribed systems for utilization of 
releaseable assets to assure maximum active participation by all Inventory 

and to assure that ali offered assets are utilized where it is 


: to do so, The Agency will refer matters requiring corrective 
tien to the Headquarters of the Service involved, 


D, Inventory Managers who do not utilize offered assets mst justify 
the refusal to the Interservice Supply Support Committee via the Agency, 


g The Agency will recommend to the Interservice Supply Support 
Comittee methods for exchange of information concerning releaseable assets 
among all Inventory Managers, 


F, The agency will review military procurements in excess of $10,000 
as listed in Department of Commerce synopses and assure that, wherever practi~ 
esble, these procurement requirements are met by utilization of releaseable 
assets. 


@, The Agency will release all Standard Form 120 reports of Department 
of Defense excess property to General Services Administration, when required, 


H, The Cataloging Division, Office of the Assistant Secretary of 
Defense (Supply and Logistics) will furnish a file of interserviceable 
iteus to the Agency indicating which Inventory Control Points control each 
item, The Agency wiil keep the Inventory Control Points informed of such 
interserviceability wnich will be the principal basis for the referral 
prescribed in subparagraph A above, 


I, ‘The Agency will maintain such other records and statistics and 


render such reports as prescribed by the Interservice Supply Support Committee 
to implement policies outlined in III above. 


| VI, ODSPARTMENT OF DEFENSE CATALOGING ASSISTANCE. 


services | 
trol 
equire= 
eferred 
e, This 


The Cataloging Division, Office of the Assistant Secretary of Defense 
(Supply and Logistics) will render all possible assistance toward develop- 
ment of methods for utilization of similar materiel and will assist the 
Agency, as feasible, in other phases of the program, 


VII, SINGLE SERVICE PROCURE“ENT CERTIFICATIONS, 
Through implementation of this Instruction, machinery will be provided 


wereby Inventory Managers can effect the certification of Military Inter- 
departmental Purchase Requests (DD Form 448) as required by reference (h), 
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VIII, IMPLEMENTATION, 


This Instruction is effective immediately, Copies of proposed 
implementing departmental procedures will be submitted to the Interservicg 
Supply Support Committee within thirty days to effect proper coordination 
between the three military departments prior to publication, Subsequently 
published departmental procedures will be submitted to the Assistant 


a 
of Defense (Supply and Logistics) within ninety days of the date of this ’ 
Instruction, 





suBJECT 


(fet bake yard Refer 


PERKINS McGUIRE 
Assistant Secretary of Defense 
(Supply and Logistics) 
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III. 
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APPENDIX C,— Single Procurement Assignments. 


References: (8) 


I. 


a 
ade 


III. 


(b) 
(c) 
(a) 
) 
(f£) 
(g) 
(h) 


PURPOSE 








NUMBER 4115.1 
DATE March 18, 1957 





Department of Defense Instruction 


Department of Defense Single Procurement Assignments 


DoD Instruction 4115.1, "DOD Procurement Assignments," 
12 October 1955 (cancelled herein), 

DoD Directive 5160.11, "Single Manager Assignnent for 
Subsistence." 

DoD Directive 5160.15, "Single Manager Assignment for 
Clothing - Textiles." 

DoD Directive 5160.16, "Single Manager Assignment for 
Medical Materiel." 

DoD Directive 5160.18, "Single Manager Assignment for 
Petroleum." 

DoD Directive 4115.34, "Interagency Purchase Assignnent 
Program." 

DoD Directive 115.28, "Implementation of Procurement 
Assignments." |Deleted by Ch, 1 of May 3, 1957.) 

DoD Directive 4115.13, "Coordinated Procurement of Raw 
Quartz Crystals." (Deleted by Ch. 2 of December h, 1957.| 


The purpose of this DOD Instruction is to promlgate the current 
list of all classes of items and aircraft plants assigned under 
the DOD Procurement Assignment and DOD-GSA Interagency Procurement 
Assignment Programs. Inclosure 1, attached hereto, is the list of 
parts or complete classes of the Federal Supply Classification and 
aircraft plants assigned under these programs. Also included are 
those classes of items for which single procurement responsibility 
is assigned under DOD Single Manager Assignments. 


CANCELLATIONS 


Reference (a) is hereby superseded and cancelled effective the 
date of this Instruction. 


ASSIGNMENT COVERAGE 


A. Basis and Extent of vommodi ty Assignments. 


1. The Federal Supply Classification (FSC) has been adopted 
as the basis for reflecting Single Procurement Assignments, 
except for aircraft plants (cf. III.B. below). 
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To the extent possible complete FSC classes of commodities 
have been assignede Such action is indicated by a numeri. 
cal four digit FSC Code without modification and all item 
classified under the Code are assigned. 


Where it has not been possible to assign complete Fsc 
classes of commodities, the suffix "PF", indicating part 
and following the numerical four digit FSC Code, is used, 
In such cases the "Includes" or "Excludes" entries follow 
ing the FSC class title are definitive and are intended to 
set forth the extent of the specific item coverage. Foot. 
notes and cross-references also are used when further clari. 
fication is considered necessary. 


B. Basis and Extent of Plant Cognizance Assignments. 


Ae 


l. 


Assignments of aircraft plants included herein are 
designated by Manufacturer, Location, and Plant Index 
Numbers. These Index Numbers have been assigned to 
the plants for identification purposes by the Office 
of the Assistant Secretary of Defense (Supply and 
Logistics). The extent of DOD Plant Cognizance Assign- 
ments is set forth in Inclosure 2 of this Instruction, 


RESPONSIBILITIES 


Inasmuch as responsibilities vary with the different forms 
of DOD Single Procurement (single manager, single department, 
plant cognizance, and interagency procurement), the documents 
setting forth responsibilities relating to each form of 
single procurement are referred to below: 


l. 


2e 


30 
le 


Single manager procurement: References (b), (c), (d), 
and (e). 


Single department procurement: Section IV, Armed Services 
Procurement Regulation. 


Plant cognizance procurement: Inclosure 2, attached hereto, 


Interagency procurement: Paragraph 203.01 b of Inclosure 1 
of reference (f). 


IVPLEMENTAT ION 


Ae 


All DOD requirements of supplies assigned herein shall be 
procured in accordance with implementing procedures approved 
by OASD (S&L) for the specific assignments: 


1. 


Implementation for single manager procurement shall be develope 
and maintained current as part of the implementation of the 


Single Manager Assignments in accordance with the provisions 
of references (b), (c), (d), and (e). 


7c. + = 


Incl« 
1. 


2. 





s+ * + 


reto, 


rel 


developed 
. the DD 
Lsions 


2, Plant Cognisance Procurement Assignments shall be carried out 
4n accordance with applicable provisions of Inclosure 2 to this 
Instruction, and maintained current by the departments involved. 
Any modifications to the existing procedures will be submitted 
to OASD(S&L) for approval. 


3. Implementing procedures for Single Department Procurement 
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-—* ee 


* 


Assignments shall be developed ani maintained current by the 


procuring department(s) and approved by OASD(S&L) in accordance 


e 


with the provisions of Inclosure 3 of this Instruction. + 


h. Implementing procedures for Interagency Procurement Assignments # 
shall be developed and maintained current by the procuring 


department, in accordance with the provisions of reference (f). 


y 


The procedures which have been approved by the Assistant 
Secretary of Defense (Supply and Logistics) to date, and which 
govern the procurement of supplies under Interagency Procurement 
Assignment, are as follows: 


Ce 


dad. 


Office Furniture - Exhibit 13, Appendix C, GSA Regulation 
1-II-301.01 of the Regulations of the General Services 
Administration, Title 1, Personal Property Management. 


Office Machines - Exhibit 19, Appendix C, GSA Regulation 
1-II-301.01 of the Regulations of the General Services 
Administration, Title 1, Personal Property Management. 


Office Supplies - Exhibit 22, Appendix C, GSA Regulation 
1-II-301.01 of the Regul ations of the General Services 
Administration, Title 1, Personal Property Management. 


Raw Quarts Crystals - reference (h). 


Yi. EFFECTIVE DATE 


This Instruction is effective immediately. 


Inclosures - 3 


. NS MC GUIRE 
Assistant Secretary of Defense 
(Supply and Logistics) 


1, DoD Single Procure. Assignments- 
Commodities & Aviation Plants Under 
DoD Single Procure. & Commodities 
Under DoD-GSA Interagency Procure. 
Assignments 

2. DoD Plant Cognisance Procure.-Procure. 
Responsibility & Mobilization Planning 
Responsibilities in Selected Aviation 


Plants 


3. ementation of Single Department 
curement Assignments 


MRevised May 3, 1957 
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CONTENTS 


Abbreviations. 
Aviation Plants Assigned: [Not printed] 


Aircraft Plants. 
Engine Plants. 
Propeller Plants, 


Commodities Assigned: 


Anti-Freeze, 
Batteries, Dry Cell. 
Chemical Warfare Equipment, Furnishings, and Supplies. 
1/ Clothing and Textiles. 
Construction and Agricultural Equipment 
and Tractors. 
Drums and Cans. 
Ecclesiastical Equipment and Supplies. 
Fibers, Fiber Rope, Cordage, and Twine. 
Fire Fighting, Rescue, and Safety Equipment, 
Airport. 
Fire Fighting, Water Purification and 
Sewage Treatment Equipment. 
Food Preparation and Serving Equipment. 
Fuels, Solid. 
Hand Tools. 
Lifesaving Equipment, Marine. 
Lighting Fixtures, Airport. 
Lumber, Millwork, Plywood, and Veneer. 
Materials Handling Equipment. 
1/ Medical, Dental, Veterinary and Related 
Equipment and Supplies. 
Mortuary Equipment and Supplies. 
Motor Vehicles, Trailers, and Cycles. 
2/ Office Furniture. 
2/ Office Machines. 
/ Office Supplies. 
~ Paints and Sealers. 
Paper and Paper Products. 
Pest Control Agents. 
1/ Petroleum and Petroleum Products. 
Photographic Equipment. 
Prefabricated and Portable Buildings. 


Quartz Crystals, Raw [Deleted by Ch, 2 of December h, 9) 


Railway Equipment. 
Sextants, Aircraft. 


, 
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TABLE OF CONTENTS (Cont'd) 


Commodi ties Assigned (Cont'd) 


Ships, Small Craft, and Related Marine Equipment, 
y Subsistence. 

telephone and Telegraph Equipment 
and Components, Military, 

ime Measuring Instruments. 

Mires and Tubes. 

Weapons, Fire Control Equipment, 
Ammunition and Explosives. 


y Procurement responsibility for these commodities are assigned 
: to DOD Single Managers. 


2/ Procurement responsibility for these commodities are assigned 


¢ 


~ 


EBAE5 
¥ a. 


5B 


S&L) 


~ Bae 


. * ~ + a . 2 ° om . o 


to General Services Administration. 


ABBREVIATIONS 


Armed Services Procurement Planning Officer. 

Confer or see. 

Department of Defense. 

Federal Supply Classification. 

General Services Administration. 

Military Clothing and Textile Supply Agency. 

Military Medical Supply Agency. 

Military Petroleum Supply Agency. 

Military Subsistence Supply Agency. 

Not applicable. 

Office of the Assistant Secretary of Defense 
(Supply and Logistics). 

Part or partial. 


(Note: The following inclosures have been edited to show only 
the Single Manager assignments and the single department 
procurement assignments,] 


rh, 95) 
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PROCUREMENT 
COMMODITIES RESPONSIBILITY 


ASSIGNED T0 
ANTI-FREEZE 
Miscellaneous Chemical Specialties 
Anti-freese compounds which contain Ethylene Glycol, only. 
Ethylene Glycol in pure form for use as a coolant in 
aircraft 


BATTERIES, DRY CELL 
Batteries, Primary 


Includes: JAN Type, Dry Cell Batteries, only. 
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PROCUREMENT 
COMMODITIES RESPONSIBILITY 
ASSIGNED TO 
CHEMICAL WARFARE EQUIPMENT AND SUPPLIES VY 
— 
4230 P Decontaminating and Impregnating Equipment Army 
Includes: Truck Mounted Equipment; Impregnating Sets, Clothing, 
—" Field; Impregnating Machines for Fixed and Mobile 
Impregnating Plants; Apparatus, Decontaminating, Portable 
and Accessories; Set, Equipment Maintenance and Repair, 
CW; Repair Set, CW Equipment. 
lo P Safety and Rescue Equipment Arny 
Includes: Military Respiratory Protective Equipment | 
6630 P Chemical Analysis Instruments Army 
Includes: Instruments peculiar to Chemical Warfare, only. 
eS 
6640 P Laboratory Equipment and Supplies | Army 
| 
Includes: Chemical Laboratories (Assembled Outfits). | 
b655P Hasard - Detecting Instruments and Apparatus Army 
Includes: Military Gas Detection Devices, Cw; and Laboratory 
7 Testing Instruments and Apparatus (Related to Military 
Gas Detection Devices, CW). 
6810 P Chemicals Army 
Includes: Calcium Hypochlorite 
(For other Chemicals under DOD Procvrement Assignment see page %.) 
6820 P Dyes Army 
Includes: Dyes peculiar to Chemical Warfare Equipment and 
Supplies herein assigned. 
6850 P Miscellaneous Chemical Specialties Army 
Includes: Agents Decontaminating; and Impregnites for Military 
Protective Clothing. 
6910 P Training Aids | Army 
Includes: Training Aids related to Chemical Warfare Equipment and 
Supplies herein assigned. 
/ The implementing procedures for this DOD Procurement Assignment also 
cover selected mechanical smoke penerators, which are classified under 
FSC Class 1040 Chemical Weapons and Fquipment. The entire FSC Class. 
1040 is under DOD Procurement Assignment to the Department of the Army 
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COMMODITIES 








CLOTHING AND TEXTILES }/ 




































7105 P Household Furniture 


1/ See footnote page 10. 
2/ See footnote page 10. 


| PROCUREMENT 
| RESPONSIBiLiTy 
| ASSIGNED 1) 


| MOwTSA 2/ | 
Includes: Mattresses, only. 
7210 P Household Furnishings MCATSA 
Excludes: Items of a non-clothing or non-textile nature. 
72k0 P Household and Comercial Utility Ccntainers MORTSA 
Includes: Bags, Soiled Linen Hamper; Basins, Canvas Folding; Baskets, 
Cotton Duck; Pails, Canvas, Collapsible, only. 
8305 P | Textile Fabrics MCRTSA 
Excludes: Items designed for exclusive functional use, with limited 
special distribution and usage. 
8310 Yarn and Thread MCATSA 
8315 P Notions and Apparel Findings | MO&TSa 
Excludes: Items designed for exclusive functional use, with limited 
special distribution and usage; and items of a non- 
clothing or non-textile nature. 
8320 | Padding and Stuffing Materials MCATSA 
8325 Pur Meterials MORTSA 
8330 P Leather 
Excludes: Items designed for exclusive functional use, with limited 
special distribution and usage; and items of a non-clothing) 
or non-textile nature. | 
8335 P Shoe Findings and Soling Materials | MCATSA 
Excludes: Items designed for exclusive functional use, with limited 
special distribution and usage. 
8340 P Tents and Tarpeulins MC&TSA 
Excludes: Items provisioned with or used exclusively with major items 
of equipment; and items of a non-clothing or non-textile 
nature. 
6345 P Flags and Pennants | MO&TSA 
Excludes: Items of a non-clothing or non-textile nature. 
8105 P | Outerwear, Men's MORTSA 
Excludes: Items designed for exclusive functional use, with limited 
special distribution and usage. 
————_ 





| 
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PROCUREMENT 
COMMODITIES RESPONSIBILIi Y 


ASSIGNED TO 
CLOTHING AND TEXTILES 1/ 
Outervear, Women's 
Clothing Special Purpose 


Excludes: Items designed for exclusive functional use, with limited 
special distribution and usage. 


Underwear and Nightwear, Men's 
Underwear and Nightwear, Women's 
Footwear, Men's 


Excludes: Items designed for exclusive functional use, with limited 
especial distribution and usage. 


Footwear, Women's 
Hosiery, Handwear, and Clothing Accessories, Men's. 


Excludes: Items designed for exclusive functional use, with limited 
special distribution and usage. 





TSA 84L5 Hosiery, Handwear, and Clothing Accessories, Women's MC&TSA 
8450 Children's and Infants' Avparel and Accesscries MC&TSA 
< Badges and Insignia Mca TSA 
LS) 
&TSA | | | 8460 Luggage MC&ISA 
TSA | LSS P Individual Equipment MC&TSA 


Excludes: Items of a non-clothing or non-textile nature. 


950 P Nonmetallic Scrap AC&TSA 


‘TSA Includes: Silk Waste; Textile Scrap; Waste, Flocks; and “aste, 
Matted Yarns: only. 


| 
Ca TSA 
| 
| 
CATSA 
(CR TSA / Where only part of the above FSC Classes are assigned, the specific item | 
coverage of the MC&TSA responsibility is listed in A>pendix 2, AR 32-105. 
2/ Military Clothing and Textile Supoly Agency, the Single Manager operatiug| 
agency for clothing and textiles (cf. DOD Directive 5160.15). | 








| 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


CONSTRUCTION AND AGRICULTURAL EQUIPMENT AND TRACTORS 
Tractors, Full Track, Low Speed 
Tractors, Wheeled 
Tractors, Track Laying, High Speed 
Vehicular Power Transmission Components 
Includes: Components peculiar to Construction, Excavating, Highway 


Maintenance, Agricultural Machinery and Equipment, and 
Tractors, only. 


Vehicular Brake, Steering, Axle, Wheel and Track Components 
Includes: Components peculiar to Construction, Excavating, Highway 


Maintenance, Agricultural Machinery and Equipment, and 
Tractors, only. 


Vehicular Furniture and Accessories 
Includes: Furniture and accessories peculiar to Construction, 


Excavating, Highway Maintenance, Agricultural Machinery 
and Equipment, and Tractors, only. 


Miscellaneous Vehicular Components 
Includes: Miscellaneous components peculiar to Construction, 


Excavating, Highway Maintenance, Agricultural Machinery 
and Equipment, only. 


Sawmill and Planing Machinery 
Includes: Sawmills (Complete Units), only. 


Miscellaneous Special Industry Machinery 

Includes: Specialised Logging Equipment, only. 
Soil Preparation Equipment 
Harvesting Equipment 
Pest, Disease, and Frost Control Equipment 
Gardening Implements and Tools 


Includes: Garden Tractors, Walking Type, only. 


Earth Moving and Excavating Equipment 
Cranes and Crane-Shovels 

Crane and Crane-Showel Attachments 
Mining, Rock Drilling, Earth Boring, and Related Equipment 


Excludes: Mining Machinery and Equipment. 


Se ; 


PROCUREWEy7 | 
RESPONSI 
ASSIGNED p 
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cra 
SPONSIBIL Ty COMMODITIES 
SSIGNED 1) 
Ra CONSTRUCTION AND AGRICULTURAL EQUIPMENT AND TRACTORS (CONTINUED) 
y Road Clearing and Cleaning Equipment pom 
my 2830 Truck and Tractor Attachments Army 
ny 2895 | Miscellaneous Construction Equipment Arny 
ny $420 Bridges, Fixed and Floating Army 
sup P | Scaffolding Equipment and Concrete Forms Aray 
Includes: Concrete Form, only. 
5680 P Miscellaneous Construction Materials arny 
ay Includes: Landing Mate, Landing Mat Sets, and Parts Peculiar. 
| 
“a DRUMS AND CANS 
7240 P Household and Commercial Utility Containers | Army 
Includes: 5 Gallon Metal Containers, only. 
| 
a 610 P Drums and Cans Arny 
Includes: 55 Gallon, 16 Gauge;and 5 Gallon Metal Drums and Cans, 
only. 
my 
ey 
ECCLESIASTICAL EQUIPMENT, FURNISHINGS AND SUPPLIES 
nin 610 P | Training Aids = 
Army Includes: Visual aids, Chaplain, non-projected: only. 
Aray 
Army 7195 P Miscellaneous Furniture and Fixtures Navy 
Includes: Board, bulletin, chapel; only 
aray Ecclesiastical Equipment, Furnishings, and Supplies Navy 
Aray 
Arty 
Aragy 
eed 


41742 O—59___31 
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9h20 P| 


2320 P 


2330 P 


4210 P 


| 
j 
| 
} 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


FIBERS, FIBER ROPE, CORDAGE, AND TWINE 


Fiber Rope, Cordage, and Twine 
Fibers, Vegetable, Animal, and Synthetic 


Excludes: The following items which are not under Department of 


Defense procurement assignment: cotton, raw; fibers, hemp;| 
fibers, henequen; fibers, horsehair; fibers, jute: fibers, 
manila; fibers, nylon; fibers, rayon; fibers, silk; fibers,| 


sisal; linters, cotton; wool, raw. 


FIRE FIGHTING, RESCUE, AND SAFETY EQUIPMENT (AIRPORT) 
Trucks and Truck-Tractors 


Includes: Airport Crash Rescue Vehicles, only 


Trailers 


Includes: Airport Crash Rescue Trailer Units, only 


Fire Fighting Equipment 


Includes: Airport Crash Fire Chemical Trailer Unite; Airport Crash 
Fire Trucks; Airport Crash Fire Trailer Units; Airport 
Crash Fire Water Tender Trucks; Airport Crash Fire Water 
Tender Trailer Unite; Crash Fire Trucks; and Crash 
Trailer, Fire Fighting, only. 


FIRE FIGHTING, WATER PURIFICATION AND SEWAGE TREATMENT EQUIPMENT 
Fire Fighting Equipment 


Excludes: Airport and Crash Fire Fighting Vehicles under DOD 
Procurement Assignment to the Air Force. 


Water Purification Equipment 


Excludes: Kite, desalter; and Stills, water, solar heated, life- 
saving, which are under DOD Procurement Assignment to 
the Navy. 


| Water Distillation Equipment, Marine and Industrial 


Excludes: Distilling plants when purchased for use aboard those 
vessels under DOD Procurement Assignment to the Navy. 


Sewage Treatment Equipment 


RESPONSI iy | 





Navy 


| Air Forge 
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cuneagn PROCUREMENT 
PONSHiT| | COMMODITIES RESPONSIBILITY 


SIGNED Ty | ASSIGNED TO 
el 


| FOOD PREPARATION AND SERVING EQUIPMENT 1/ 
Food Cooking, Baking, and Warming Equipment 


Includes: Covers, steam table inset; Covers, steam table pan; 
y — Insets, steam table; and Pans, steam table. 


Kitchen Hand Toole and Utensils 


Excludes: Blades, bakers' peel; Bottles, insulated; Bottles, 
——— vacuum; Boxes, Spice; Cases, insulated food container; 
Covers, insert, insulated food container; Covers, 
insulated food container; Fillers, vacuum bottle; Food 
containers, insulated; Food containers, vacuum; Handles, 
Force bakers' peel, wood; Inserts, insulated food containers; 
j Jugs, insulated; Jugs, vacuum; Liners, baking cup; 
| Openers, can, electric; Spice boxes; Stands, heating, 
i canteen cup; and Tubs, dough mixing, 


Cutlery and Flatware 
' Pores | 
Excludes: Forks, picnic; Forks, wood; Knives, Boy Scout; Knives, 
———~ hunting; Knives, pocket; Picnic forks; Picnic spoons; 

Scissors, embroidery; Scissors, ladies’; Scissors, 

pockets; Shears, pinking; Spoons, picnic; Spoons, plastic; | 
Force Spoons, Wood; and all items of silverware not specifically 
named among these exclusions. 


Tableware 


Excludes: Brackets, bulkhead, vacuum pitcher; Breakers, bread; 

“~~ Breakers, bread, metal; Breakers, water, metal; Breakers, 
water, wood; Caps, breaker, water; Carafes, vacuum; 

' Coffee servers, vacuum; Dispensers, drinking water, 

t portable; Fillers, vacuum pitcher; Pitchers, vacuum; 

; Toothpicks; Tubes, drinking; and all items of silverware 

| not specifically named among these exclusions. 


Sets, Kits, and Outfits, Food Preparation and Serving 








y 
' Includes: Sets, Kits, and Outfits consisting of Food Preparation and 

Serving Equipment in the FSC Classes 7310(P), 7330(P), 
7340(P), and 7350(P) under DOD Procurement Assignment to 
the Department of the Army. 

y 

y 

y ' 

—_—<—$—$———— 





and paper tableware Semmerty included in the paper and Paper Products assignumt. 
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COMMODITIES 


FUELS, SOLID 


hh 


Fuels, Solid 


Excludes: Solid Fuels not derived from Coal or Coal Products. 


HAND TOOLS 
Welding, Flame Cutting, and Metalizing Equipment and Supplies 


Excludes: All equipment and supplies except Soldering irons, guns 
and related parts and accessories. 


Gardening Implements and Tools 


Excludes: All powered or wheeled Gardening Implements and Tools. 


Hand Tools, Edged, Non-powered 

Hand Tools, Non-edged, Non-powered 

Drill Bits, Counterbores, and Countersinks: Hand and Machine 
Excludes: Bits, Counterbores, and Countersinks, machine. 

Taps, Dies, and Collets: Hand and Machine 
Excludes: Taps, Dies, and Collets, machine. 

Tool and Hardware Boxes 

Sets, Kits, and Outfite of Hand Tools (Non-powered) 


Excludes: Sets, Kits, and Outfite of powered hand tools. 


Measuring Tools, Craftemans' 
Sets, Kits, and Outfits of Measuring Tools 


Excludes: Sets, Kite, and Outfite of Inspection Gages. 


ii 





| ome 
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2040 P 


20 P 


4320 P 


1610 P 


6230 P 


6350 P 


6605 P 


6850 P 
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UREMENT PROCUREMENT 
DNSIBILITY COMMODITIES RESPONSIBILITY 
GMED 1) | ASSIGNED TO 


LIFESAVING EQUIPMENT, MARINE 


Marine Hardware and Hull Items 


Includes: Anchor, sea; Oars, sectional, aluminum; Paddles; and 
= Paddles, telescoping, hand; only. 


Marine Lifesaving and Diving Equipment 
Includes: The following items only: 


Basket, search and rescue Kite, canvas repairing, for 
Buoy, breeches lifeboats, rafts and 
Cases, carrying, deflated jackets | 
raft Kite, fishing, survival | 
} Cases, pararaft kit Kite, rubber repairing, for 
Containers, emergency equip- lifeboats, rafts and | 
ment life raft jackets 
| ggeaetee parearaft kit Life buoys, ring 
cylinders for inflatable Life floats (platform 
life preservers and life net rigging) 
rafte Life preservers | 
Cushions, buoyant Life preservers, pneumatic | 
| | Equipment, containers, Life rafts, pneumatic, 
| | coated nylon airborne and shipborne 
| | Harness, for lifting personnel Life suits, waterproof 
j aboard ship Life vest, shark chaser 
| Inflation gear, complete and Reflectors, corner, life 
parte therefor (life raft) raft 
} Kite, accessory, life raft Water lifesaving nets 
and ladders 





F | 4320 P Power and Hand Pumps | Navy 
Includes: Pump, hand, only. 





j 1610 P Water Purification Equipment | Navy 


Includes: Kits, desalter; and Water stills, solar heated, 
lifesaving, only. 


6230 P Electric Portable and Hand Lighting Equipment Navy 


Includes: Lantern, electric, automatic, floating; and Lights, life 
preserver, only. 





6350 P Miscellaneous Alarm and Signal Systems | Navy 


Includes: Mirrors, signalling, only. 





6605 P Navigational Instruments 


Includes: Compasses, lifeboat and raft, only. 


| 
6850 P | Miscellaneous Chemical Specialties ‘Navy 


Includes: Dye, sea marker, only. 
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COMMODITIES 


LIGHTING FIXTURES, AIRPORT 
Indoor and Outdoor Electric Lighting Fixtures 


Includes: Fixtures for airport lighting, alarm and signal 
systems, only. 








PROCUREMENT 
RESPONSIBILTY 
ASSIGNED 1) 
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/UREMENT 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


LUMBER MILLWORK, PLYWOOD, AND VENEER 
Storage Tanks 


Includes: Tanks, wood, storage, only. 


Miscellaneous Prefabricated Structures 


Includes: Cooling towers, wood; and Silos, wood; only. 


Lumber and Related Basic Wood Materials 
Millwork 
Plywood and Veneer 
Pipe and Conduit, Non-metallic 
Includes: Pipe, wood, only. 
Roofing and Siding Materials 
Includes: Shingles, wood, only. 
Fencing, Fences, and Gates 
Includes: Fence sections and gates, wood; only. 


Drums and Cans 


Includes: Cooperage Stock and Vats, wood (containers); only. 


Boxes, Cartons, and Crates 


Includes: Box, Crate, and Package Shook, only. 


Navy and Marine Corps requirements for Box, Crate, and Package Shook 
are excluded from this assignment. 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


MATERIALS HANDLING EQUIPMENT 


Right-of-Way Construction and Maintenance Equipment, Railroad 





Includes: Diesel, electric; Diesel, mechanical; Gasoline, mechanical; | 


and Steam Locomotive Cranes; together with their peculiar 
parts, attachments and accessories; only. 


Excludes: Specialised types of locomotive cranes used in overseas 
areas with other than U. S. Standard Gauges and Standard 
Clearances which are not under DOD Procurement Assignment, 
and all other Right-of-Way Construction and Maintenance 
Equipment, Railroad, which is under DOD Procurement Assign- 
ment to the Department of the Army. 


Vehicular Power Transmission Components 
Includes: Peculiar Parte, Attachments, and Accessories for the 


Materials Handling Equipment herein assigned to the Navy, 
only. 


Vehicular Brake, Steering, Axle, Wheel, and Track Components 
Includes: Peculiar Parts, Attachments, and Accessories for the 


Materials Handling Equipment herein assigned to the Navy, 
only. 


Vehicular Furniture and Accessories 


Includes: Peculiar Parts, Attachments, and Accessories for the 
Materials Handling Equipment herein assigned to the Navy, 
only. 

vonveyors 
Includes: Portable Conveyor Units (Commercial Warehouse Type), only. 


Materials Handling Equipment, Non-Self-Propelled 


Excludes: Parts, attachments, and accessories for pushcarts, hand- 
carts and wheelbarrows. 


Warehouse Trucks and Tractors, Self-Propelled 
Blocks, Tackle, Rigging and Slings 
Excludes: Aircraft Blocks, Tackle, Rigging and Slings. 
Miscellaneous Materials Handling Equipment 
Batteries Secondary 


Includes: Industrial Batteries for Flectrically Operated Materials 
Handling Equipment, only. 













PROCUREWENT 


RESPONSIBiL\Ty 


ASSIGNED 1) 


Navy 


| Navy 





Navy 


Navy 


| Navy 


Navy 


Navy 


Navy 


Navy 
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| ) 


| PROCUREMENT 
| COMMODITIES | RESPONSIBILITY 


ASSIGNED TO 






DURE MENT 
ONSIBILITY 
IGNED Tp 


| MEDICAL, DENTAL, VETERINARY AND RELATED EQUIPMENT AND SUPPLIES 

The Military Medi-al Supply agency (MMSA) has supply responsibility 

for all the items in the classes of FSC Group 65. In addition, MMSA 

| has supply responsibility for all equipment and supplies related to 

the medical, dental, veterinary professions in other Non-Group 65 PSC 

| Classes where the military medical services have the sole or prime 

interest in such items. The specific item coverage of these Non-Group 
65 items is published in the Armed Services Medical Stock List. While 
the MMSA is responsible for the storage, distribution and related supply 
functions for these items, where they are otherwise listed herein as the 
procurement responsibility of another activity, they shall be procured 
in accordance with the implementing procedures of the activity to which 
the procurement responsibility is assigned. Examples: MMSA require- 
ments for medical hand tools classified in FSC Class 5110 
shall be procured in accordance with the OSD approved implementing 
procedures for the DOD Procurement Assignment of Hand Tools; MMSA 
requirements for textile items classified in FSC Class 7210 

y shall be procured in accordance with the OSD aporoved operating pro- 
cedures for the DOD Single Manager Assignment of Textiles and Clothing. 
In addition where such Non-Group 65 items are covered by mandatory 

| Federal Sup>ly Schedules, they shall be procured in accordance with the 
provisions of such Schedules, 


| 


Drugs, Biologicals, and Official Reagents 


y | Surgical Dressing Materials 
| Medical and Surgical Instruments, Equipment, and Supplies 
| Dental Instruments, Equipment, and Supplies 
| ' X-Ray Equipment and Supplies, Medical, Dental, and Veterinary 
iv | j Hospital Furniture, Equipment, Utensils, and Supplies 
Veterinary Instruments, Equipment, and Supplies 
Opticians' Instruments, Equipment, and Supplies 
Medical Sets, Kits, and Outfits 
vy 
vy 
vy 
vy 
wy 
vy 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


MORTUARY EQUIPMENT AND SUPPLIES 
Self-Contained Refrigeration Units and Accessories 


Includes: Mortuary refrigerators only. 


Miscellaneous Hardware 


Includes: The following items of casket hardware, only: Fasteners, 
cam action, burial casket; finials, handrail, burial 
casket; handrails, burial casket, end; handrails, burial 
casket, side; handrail holders, burial casket; plates, 
handrail, burial casket; and spring locks, cremation urn, 


Memorials; Cemeterial and Mortuary Equipment and Supplies 


Aray 
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PROCUREMENT 
COMMODITIES RESPONSIBILITY 
ASSIGNED TO 


UREWENT 
SIBILITY 
GNED Tp 
MOTOR VEHICLES, TRAILERS, AND CYCLES 
Passenger Motor Vehicles 


Trucks and Truck Tractors 


Excludes: Tracked Landing Vehicles, which are not under DOD Procure- 

———~ ment Assignment; and Airport Crash Rescue Vehicles, which 
are under DOD Procurement Assignment to the Department of 
the Air Force. 


Two Wheel Lubrication Trailers, Two Wheel Steam Cleaning | 
Trailers, and Troop Transporter Semi-Trailers, which are 
not under DOD Procurement Assignment; and Airport Crash 
Rescue Trailer Units, which are under DOD Procurement 
Assignment to the Department of the Air Force. 


Motorcycles, Motor Scooters, and Bicycles 
Excludes: Bicycles and Tricycles. 


Vehicular Cab, Body, and Frame Structural Components 


Includes: Components peculiar to military motor vehicles, only. 


Vehicular Power Tranemission Components 


Includes: Componentes peculiar to military motor vehicles, only. 


Vehicular Brake, Steering, Axle, Wheel, and Track Components 


Includes: Components peculiar to military motor vehicles, only. 





Vehicular Furniture and Accessories 


Includes: Furniture and accessories peculiar to military motor 
vehicles, only. 





2590 P Miscellaneous Vehicular Components 








if Army 
' | Includes: Components peculiar to military motor vehicles, only. 

2910 P | Engine Fuel System Components, Nonaircraft | Arey 
| | Includes: Components peculiar to military motor vehicles, only. | 

| 2930 P Engine Cooling System Components, Nonaircraft Army 
| Includes: Components peculiar to military motor vehicles, only. 

| ' 290 P Engine Air and Oil Filters, Strainers, and Cleaners, Nonaircraft | Army 
Includes: Filters, Strainers, and Cleaners peculiar to military 
motor vehicles, only. | 

— 2990 P Miscellaneous Engine Accessories, Nonaircraft Army 


Includes: Accessories peculiar to military motor vehicles, only. 
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7110 P 


7125 P 


7195 P 


| OFFICE FURNI TURE 





MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


This assignment: 

Includes: General Use and Executive Type Office Items Only. 

Excludes: Built-in Furniture, Shipboard Furniture, Special Items for 

———"_ “Military Field Use, Modified Designs for Special Technical 
or Special Clerical Work. 


Household Furniture 


Setees 
Chairs, Easy Stands, Smoking 
Davenperte Wardrobes 


Office Furniture 


Address Plate Filing Cabinets Drawers, Filing Cabinet 


Address Plate Filing Cabinet Filing Cabinets ~ Including in- 
Bases sulated fire resistant and con- 
Address Plate Filing Cabinet bination lock types 
Tops Filing Trays, Cabinet 
Bases, Filing Cabinet Stands, Adding Machine 
Bases, Sectional Bookcase Stands, Dictionary 
Bookcases, Sectional Stands, Typewriter 
Cabinets, Visible File Stools, Straight, Office Type 
Chairs, Straight, Office Type Stools, Revolving, Office Type 
Chairs, Swivel, Office Type Tables, Conference 
Chairs, Typist Tables, Office 
Desks, Flat Top, Office Type Tops, Filing Cabinet 
Desks, Typists' Tops, Sectional Bookcase 


Dictionary Holders 
Cabinets, Lockers, Bins, and Shelving 


Cabinets, Storage Supply Cabinets 
Cabinets, Supply 


Miscellaneous Furniture and Fixtures 


Bulletin Boards, except chapel Costumers 
type 





| 


| RESPONSIBILITY 


PROCURE MEN? 


ASSIGNED 19 


OSA 


| OSA 


GSA 
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6010 P 


8030 P 
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| PROCUREMENT 
COMMODITIES | RESPONSIBILITY 
ASSIGNED T0 
OFFICE MACHINES 
Punched Card System Machines OSA 
Billing and Computing Machines asa 
Excludes: Automatic Data Processing Equipment. 
Typewritters and Office-Type Composing Machines GSA 
| 
Miscellaneous Office Machines OSA 
OFFICE SUPPLIES 
Office Supplies OSA 
Excludes: Albums, scrapbook; and those Office Supplies; including 
— gpecial inks, when DOD requirements of such items are 
procured through Goverment Printing Office channels. 
Office Devices and Accessories GSA 
Excludes: Seale, hand impression; and those Office Devices and 
- Accessories when DOD requirements of such items are 
procured through Government Printing Office channels. 
Stationery and Record Forms OSA 
Excludes: Stationery end Record Forms when DOD requirements of such 
items are procured through Government Printing Office 
channels. 
PAINTS AMD SEALERS 
Paints, Dopes, Varnishes, and Related Products Wavy 
Excludes: Dope thinmers; Enamel thinners; Lacquer thinners; Paint 
thinners (Except Turpentine and Dipentene); Thinners, dope 
and lacquer; Thinners, synthetic resin enamel; Thinners, 
paint, mineral spirite; these thinners sre under DOD 
Procurement Assignment to mpsa. 
Preservative and Sealing Compounds Bavy 


Inclades: Calking compounds, glasing compounds, and putties, only. 
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COMMODITIES 































PAPER AND PAPER PRODUCTS 1/ 


ment to include all items classified in FSC Class 8135. This decision 
had not been previously promulgated. This listing has also been 


| This listing reflects the OASD (S&L) decision to expand this assign- | 
modified to reflect the transfer of selected paper cutlery and flat- 


ware in FSC Class 7340, and paper tableware in FSC Class 7350 to the 
Food Preparation and Serving Equipment assignment 


5970 P | Electrical Insulators and Insulating Materials 
Includes: Insulating paper, electrical, only. 


7210 P | Household Furnishings 





| 
| 
8105 P | Bags and Sacks Arny 


| Includes: Bags, paper, coffee; Bage, paper, flour; Bags, paper, | 
garment; Bags, paper, kraft; Bags, paper, shipping | 
multiwall; Bags, paper, waterproof; Envelopes, packaging; 
paper; Envelopes, packing list, paper; Fiberboard packing 
| list, protectors; Liners, bag, crepe paper; Sacks, paper, 
shipping miltiwall; only. 


Includes: Chipboard mailing tubes; Drums, fiber; Drums, Fiberboard, | 
overseas type; Drum sets, fiber, nested; Filing Tubes, 
fiber, Tubes, Mailing and filing, fiber, only. 


8110 P | Drums and Cans Arey | 
68115 P | Boxes, Cartons, and Crates Aray 


Includes: Baskets, fiber shipping; Boxes, chipboard, folding; Boxes, 
eat-up, paperboard; Cartons, folding, paperboard, only. 


8130 P Reels and Spools Army 


Includes: Reels, paperboard; and Spools, paperboard, only. 


6135 Packaging and Packing Bulk Materials Aray 
85L0 Toiletry Paper Articles Arny 
9310 Paper and Paperboard Arny 
9920 P Smokers' Articles and Matches | Army 


Includes: Cigarette paper packaged, only. 


Includes: Doilies, paper; and Napkins, table, paper, only. 
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r8C 
COE COMMODITIES 


PEST CONTROL AGENTS 


6 P Pest Control Agente and Disinfectants 


Excludes: Deodorants; Disinfectants; Fungicides; Herbicide: 
———- Weed Killers. : galas 
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PROCUREMET 
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PETROLEUM AND PETROLEUM PRODUCTS 
6810 P | ch 
emicals | MPSA 
Includes: The following items only: | 
* Acetone, technical Naphtha, aliphatic | 
#* n-Amyl acetate, technical Naphtha, aromatic 
* Benzene, technical Naphtha, cleeners 
* Benzene (Benzol) Petroleum ether, technical 
* n-Butyl acetate, technical Rubber solvent 
#* n=-Butyl alcohol, technical * Solvent, methyl isobutyl ketone 
Distillate, petroleum Stoddard's solvent 
* Ethyl acetate, technical Tetraethyl lead ( TEL) 
* Ethylene glycol, monobutyl * Toluene, technical 
ether, technical * Trichlorobenzene, technical 
* Isopropyl acetate, technical Tricresyl phosphate (TCP), 
* Methyl ethyl ketone, technical technical (for use as a fuel 
* Methyl isobutyl ketone, additive) 
technical * Xylene, technical 
#* Those items marked with an asterisk are assigned to the extent that 
such items are procured for use as solvents or thinners in paints, 
dopes, lacquers, enamels, etc. 
6850 P Miscellaneous Chemica] Soecialties MSA 
Includes: Corrosion preventive, aircraft engine; and the following 
items when they are of a petroleum base; only. | 
Anti-static and cleaner Cleaning Solution, watch 
compound Dry Cleaning Solvent 
calibrating Fluid Fluid, calibrating, for aircraft 
cleaner, anti-static fuel system components 
Cleaning Compounds, high Fluid, reference, rubber swell 
pressure cleaner Fluid, reference shear stability 
Jleaning Compounds, scale Heat Transfer Fluids | 
removing Hydrocarbon Fluid, standard test | 
Cleaning Compound, solvent Magnetic Inspection Oils | 
Cleaning Solutions, instrument Metal Cleaners 
and watch Spot Removers 
6010 P Paints, Dopes, Varnishes, and Related Products | MPSA 


Includes: The following items only (all other items classified in 
FSC Class 8010 are under Department of Defense Procurement 
Assignment to the Devartment of the Navy). 


Dope thinners Thinners, dope and lacquer 

Enamel thinners Thinners, vaint, mineral 

Lacquer thinners spirits 

Paint thinners (except Thinners, synthetic resin 
Turventine and Dipentene) enamel 
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PETROLEUM AND PETROLEUM PRODUCTS (CONTINUED) 
——————————— ea 


PROCUREMENT 
COMMODITIES RESPONSIBILITY 
ASSIGNED TO 


Preservative and Sealing Compounds 


Includes: The following items when they are of a petroleum base; 
:  ~ @oige 
Anti-seizse, compound Corrosion preventive, flotation 
Coating compound, bituminous, | type 
solvent Corrosion preventives, solvent 
Coatings, underbody, for cut-back 
motor vehicles Fingerprint remover compounds 
Corrosion preventive Metal conditioning compounds 
compound Pastes, thread sealing 
Corrosion preventive, finger- Rust preventive compounds 
print remover Thread compounds 
Corrosion preventives, 
petrolatum 


Puel Gases 


Excludes: Artificial Gas; Illuminating Gas; Gas, Mamfactured 
Illuminating; Gas, Natural, Dry; and Natural Gas. 


iA Gasoline and Jet Fuel 
Fuel Oils 
Oils and Greases; Cutting, Lubricating and Hydraulic 


Excludes: Castor oil, technical, lard oil; lubricant stopcock; 
soap; lubricating, and sperm oil. 


Miscellaneous Waxes, Oils, and Fats 


Includes: Insulating oil, electrical; and the following items when 
they are of a petroleum base; orly: 


Wax, desensitizing Wax, microcrystalline 
Floor oil Wax, paraffin, technical 


Minerals, Natural and Synthetic 


‘SA Includes: Crude petroleum; and crude shale oil, only. 
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6635 P 
6710 P 
6720 P 
6730 P 
67h0 


6750 P 


6760 
6780 





MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


PHOTOGRAPHIC 
Photographic Equipment listed herein peculier to the following type 
processes are excluded from this procurement assignment; photo- 
lithography, phototemplate, blue printing, ozalid, photostat, 
photocopy and microfilm. Photographic equipment listed herein used 


in the foregoing processes that are common to photography are not 
excluded from this procurement ass 


Physical Properties Testing Equipment 
Includes: Industrial I-ray fila, only 
Cameras, Motion Picture 
Excludes: Submarine Periscope and Underwater Cameras 
Cameras, Still Picture 
Excludes: Submarine Periscope and Underwater Cameras 
Photographic Projection Equipment 
Excludes: 35 mm Theatre Projectors 
Photographic Developing and Finishing Equipment 
Photographic Supplies 
Excludes: Photoflash Lamps, which are mandatory for purchase under 
the provisions of Federal Supply Schedule Class 17, 
Part VI, ELECTRIC LAMPS 
Photographic Equipment and Accessories 


Photographic Sets, Kits, and Outfits 





Air Force 


Air Porce 


Air Fores 


Air Force 


Air Porce 


Air Force 


Air Force 


Air Porce 
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2210 P 
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hir Force 
2220 P 
Air Force 2230 P 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


PREFABRICATED AND PORTABLE BUILDINGS 


Ag additional items are covered by military or Federal specifications, 


they will be considered for possible addition to this Department of 
Defense Procurement Assignment. 


prefabricated and Portable Buildings 


Includes: The following prefabricated buildings covered by the 
~~ designated military specifications, only: 


Building, arch rib 20° x 16', MIL-B~12568 
ng, arch rib 20' x 8", MIL-B-12569 
Building, arch rib 0' x 100', MIL-B-16606 


Building, (CAS) Complete Assembly Structure, MIL-B-17579 
(DocKs$ 


Building, rigid frame \0' x 100', MIL-B-16071A 
Magazine, MIL-B-1591,9B 
Magasine, MIL-B-160K1A 


RAILWAT PMENT 
Locomotives 
Excludes: Locomotives, industrial (including surface mining locomo- 
tives) when of special design or when peculiar to a 
particular Department. 
Rail Cars 


Excludes: Industrial and mine rail cars, when of special design or 
when peculiar to a particular Department. 


Right-of-Way Construction and Maintenance Equipment, Railroad 
Excludes: Locomotive cranes which are under DOD Procurement Assign- 
ment to the Department of the Navy, and specialised types 
of locomotive cranes used in overseas areas with other than 


U. S, Standard Gauges and Standard Clearances which are not 
under DOD Procurement Assignment. 


Locomotive and Rail Car Accessories and Components 


Track Materials, Railroad 


SEXTANTS, AIRCRAFT 
Navigational Instruments 


Includes: Sextants, Aircraft, only. 
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1905 P 


1910 P 


1920 


1925 


1930 
1935 P 


190 


19l5 P 


1950 
1990 P 


2010 P 


2020 P 


2030 P 


2040 P 


2090 P 


2605 P 


2615 P 








MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


SHIPS, SMALL CRAFT, AND RELATED MARINE EQUIPMENT 
Combat Ships and Landing Vessels 
Includes: Landing Vessels, only 
Transport Vessels, Passenger and Troop 
Includes: Ferryboats, only. 
Fishing Vessels 
Special Service Vessels 
Barges and Lighters, Cargo 
Barges and Lighters, Special Purpose 
Excludes: Derrick, Pile Driver, Rock Cutter, Concrete Mixing Plant, 


Mechanical Bank Grader Barges, Other Bank Revetment 
Barges; and Power Plant, Barges, only. 


Small Craft 


Airborne and shipborne pneumatic lifeboats included in this FSC Class 


are covered in the implementing procedures for Lifesaving Equipment, 
Marine. 


Pontoons and Floating Docks 

Includes: BuDock Type Pontoons, only. 
Floating Dry Docks 
Miscellaneous Vessels 

Includes: Commercial Sailing Vessels, only. 
Ship and Boat Propulsion Components 

Includes: Components for use aboard ships herein assigned, only. 
Rigging and Rigging Gear 

Includes: Gear for use aboard ships herein assigned, only. 
Deok Machinery 

Includes: Machinery for use aboard ships herein assigned, only. 
Marine Hardware and Hull Items 

Includes: Items for use aboard ships herein assigned, only. 
Commercial Fishing Equipment 
Miscellaneous Ship and Marine Equipment 

Includes: Equipment for use aboard ships herein assigned, only. 


Gasoline Reciprocating Engines, Except Aircraft; and Components 


Includes: Gasoline Engines for use aboard ships herein assigned, only. 


Excludes: Outboard, Motors, Gasoline 


Diesel Engines and Componente 


Includes: Engines and Components for use aboard ships herein assigned, 


only. 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


SMALL CRAFT, AMD RELATED MARINE (CONTINUED) 





Steam Engines, Reciprocating, and Components 
Includes: Marine Main Propulsion Steam Engines, only. 
Steam Turbines and Components 
Includes: Marine Steam Turbines, only. 
Winches, Hoists, Cranes, and Derricks 
Includes: Equipment for use aboard ships herein assigned, only. 
Chain and Wire Rope 


Includes: Anchor Chain; and Anchor Chains (Shots, no attachaents) 
———~ for use aboard ships herein assigned, only. 


Self-Contained Refrigeration Unite and Accessories 


| 

| 

Includes: Unite and Accessories for use aboard ships herein assigned, 
oe oaly. 


Self-Contained Air Conditioning Unite and Accessories 


Includes: Unite and Accessories for use aboard ships herein assigned, 
——— aly. 


Refrigeration and Air Conditioming Plants and Components 





Includes: Plants and Componente for use aboard ships herein assigned, 
ae only. 


Fans and Air Circulators, Non-Industrial 


Includes: Fans and Air Circulators for use aboard ships herein 
assigned, only. 


Marine Lifesaving and Diving Equipment 
Includes: Diving Equipment, only. 


Compressors and Vacuum Pumps 
Includes: Reciprocating Air Compressors; and Rotary Air Compressors 


Power and Hand Pumps 


Includes: Power Driven Pumps; and Air Ejector Assemblies for use 
aboard ships herein assigned, only. 


Centrifugals, Separators, and Pressure and Vacuum Filters 


Includes: Oil Purifiers; and Oil Filters, for use aboard ships herein 
assigned, only. 


Industrial Boilers 





Includes: Boilers for use aboard ships herein assigned, only. 


for use aboard ships herein assigned, only. 
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CODE 


h20 P 
4450 P 


4510 P 


4620 P 


5430 P 


5670 P 


5965 P 


6105 P 


6115 P 


6125 P 





| Plumbing Fixtures and Accessories 


Water Distillation Equipment, Marine and Industrial 








| Shipboard Alarm and Signal Systems 


Navigational Instruments 





MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


SHIPS, SMALL CRAFT, AND RELATED MARINE BQUIPMENT (CONTINUED) 
Heat Exchangers and Steam Condensers 


Includes: Heat Exchangers for use aboard ships herein assigned, only, 
Industrial Fan and Blower Equipment 


Includes: Equipment for use aboard ships herein assigned, only, 


Includes: Troughs, Wash, (Personnel); Troughs, Water Closet; and 
Troughs, Urinal; for use aboard ships herein assigned, only; 


Includes: Distilling Plants for use aboard ships herein assigned, 


. 


Storage Tanks 
Includes: Tanks, Metal (Enclosure only, not part of Ship's Structure) 
for use aboard ships herein assigned, only. 
Architectural and Related Metal Products 


Includes: Gratings and Floors, Metal (Does Mot Include Deck Structure 
for use aboard ships herein assigned, only. 


Antemas, Waveguides, and Related Equipment 


Includes: Antenna Poles; and Masts, Antenna for use aboard ships 
herein assigned, only. 


Motors, Electrical 
Includes: Motors for use aboard ships herein assigned, only. 
Generators and Generator Sets 
Includes: Gasoline, Diesel and Steam Engine--Generator Sets; 
Generators, Electric; and Steam Turbine--Cenerator Sets 
for use aboard ships herein assigned, only. 
Converters, Electrical 


Includes: Motor--Generator Sets for use aboard ships herein assigned, 
only. 


Electric Vehicular Lights and Fixtures 


Includes: Fixed Lights for use aboard ships herein assigned, only. 


Includes: Alarm Systems; Fire Alarm Systems; Indicating Systems; 
Telepraph Systems (Signals and Signaling) (Less Electronic 
Type); for use aboard ships herein assigned only. 





Includes: Hand Leads (Soundings); Lead Reels; Sounding Machines; 
Stands, Pelorus, for use aboard ships herein assigned, only 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


SHIPS, SMALL CRAFT, AND RELATED MARINE EQUIPMENT (CONTINUED) 


Optical Instruments 
Includes: Stands, Telescope, for use aboard ships herein assigned, 
= ae 


Hasard-Detecting Instrumente and Apparatus 


Includes: Hasard-Determining Safety Devices, for use aboard ships 
———_—«izherein assigned, only. 


Miscellaneous Furniture and Fixtures 
Includes: Boards, Absentee; Boards, Signal Flag; Boards, Sounding 


= (Tank and Bilge Record); Boards, Status, for use aboard 
ships herein assigned, only. 


Ammunition Boxes, Packages, and Special Containers 


Includes: Boxes, Ammunition, for use aboard ships herein assigned, 
only. 





Flage and Pennants 
Includes: Boxes, Signal Flag, for use aboard ships herein assigned, 
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COMMODITIES 


SUBSISTENCE 


Meat, Poultry, and Fish 

Dairy Foods and Eggs 

Fruits and Vegetables 

Bakery and Cereal Products 
Suger, Confectionery, and Mute 
Jams, Jellies, and Preserves 
Soups and Bouillons 

Special Dietary Foods and Food Specialty Preparations 
Food Oils and Fates 

Comdimente and Related Products 
Coffee, Tea, and Cocoa 
Beverages, Non-Alcoholic 
Composite Food Packages 

Tobacco Products 
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COMMODITIES 


TELEPHOME AND TELEGRAPH EQUIPMENT AND COMPONENTS, MILITARY 
Telephone and Telegraph Equipment 


Includes: Military (Wire) Equipment, Field Type only. 
Teletype and Facsimile Equipment 

Includes: Military (Wire) Equipment, Field Type only. 
Intercommnication and Public Address Systems, Except Airborne 
Includes: Military (Wire) Equipment, Field Type only. 
Filters and Networks 









Includes: Components of Military (Wire) Equipment, Field Type only. 
Coils and Transformers 





Includes: Components of Military (Wire) Equipment, Field Type only. 
Headsets, Handsets, Microphones, and Speakers 










Includes: Components of Military (Wire) Equipment, Field Type only. 
Antemas, Waveguides, and Related Equipment 






Includes: Cases, wire dispenser for Military (Wire) Equipment, 
3 Field Type only. 









Cable, Cord, and Wire Assemblies: Communication Equipment 


Includes: Componente of Military (Wire) Equipment, Field Type only. 
Wire and Cable, Electrical 

















Inclades: ond amd Cable for Military (Wire) Equipment, Field Type 


Electrical and Electronic Properties Measuring and Testing Instrumente 








: Instruments for testing Military (Wire) Equipment, 
Field Type only. 


Communication Training Devices 





Includes: Code Training Sets, Code Practice Equipment, and other 
Telephone and Telegraph Training Devices. 





Reels and Spools 













Includes: 





Reels and spools for Military (Wire) Equipment, 
Field Type only. 
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TIME MEASURING INSTRUMENTS 





MILITARY SUPPLY MANAGEMENT 


COMMODITIES 


Time Measuring Instruments 


Includes: All Watches; Aircraft Instrument Panel Clocks; and Spare 
Parte thereof, as follows: 


Aircraft Clocks Watches, Navigation, Master 
Aircraft Panel Clocks Watches, Pocket 
Athletic Timers Watches, Pocket, Time and Stop 


Cases, Carrying, Navigation Watch Watches, Stop 
Cases, Master Navigational Watch Watches, Wrist 


Cases, Watch, Pocket Watches, Wrist, Second, Setting 
Clocks, Aircraft, Mechanical Watch Case Assemblies 

Holders, Watch Watch Holders 

Navigation Watches, Master Watch Movements 

Pocket Watches Wrist Watches 

Stop Watches 


Combination and Miscellaneous Instruments 


Includes: Jewel Bearings, only. 
Time Measuring Instruments 


Includes: All clocks, chronometers, and spare parts thereof, as 





follows: 

Alarm Clocks Clocks, Watchmen's 
Boat Clocks Clock Motors 
Cans, Chronometer Shipping Clock Movements 

and Storage Clock Movements, Electric 
Carrying Cases, Chronometer Deck Clocks 

Cases, Make-Break Dials, Clock 

Circuit, Chronometer Direct Reading Clocks 
Cases, Carrying, Chronometer Floor Clocks 
Cases, Chronometer Hourmeters 
Cases, Chronometer, Gimbal Interval Timers 
Cases, Chronometer, Padded Keys, Clock 
Chronometers Marine Clocks 
Chronometers, Make-Break, Circuit Master Program Clocks 
Clocks, Alara Master Regulating Clocks 
Clocks, Direct Reading Meters, Engine Running Time 
Clocks, Electric Meters, Hour Recording 
Clocks, Floor Meters, Time Totalising, Electric 
Clocks, Interval Timer Program Clocks 
Clocks, Marine, Mechanical Program Control Instruments 
Clocks, Master Control Program Timers 

Clocks, Master Program Shelf Clocks 
Clocks, Master Regulating Stop Clocks 
Clocks, Mechanical Time Period Counters 
Clocks, Message Center Timers, 
Clocks, Nurses’ Timers, Engine Hour 
Clocks, Progran Timers, Interval 
Clocks, Shelf Timers, Sequential 
Clocks, Wall Timers, Stop 


1/ The following items in FSC 66h5 are not assigned: Chronographs; 
Clocks, Job Recorder; Job Recording Devices; Racks, Time Card; 
Recorders, Payroll Time; Recorders, Time; Recorders, Watch Movement; 
Stamps, Time; Stations, Watchmen's Clock; Time Recorders; and Time 
Stamps. 
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MILITARY SUPPLY MANAGEMENT 


COMMODITIES 





TIRES AND TUBES 1/ 2/ 


Tires and Tubes, Pneumatic, Except Aircraft 


Tires, Solid and Cushion 





1/ Requirements of Commercial Tires and Tubes, when the item to be 








procured is less than $10,000 per line item (for tires costing less 
than $1,000 per tire) or when the item to be procured is less than 
$25,000 per line item (for tires costing $1,000 or more per tire), 
shall be purchased in accordance with the mandatory provisions of 
Federal S Schedule Clase 6 - Part Il, Tires and Tubes (other 
than aircraft). These mandatory provisions do not apply to Military 
Tires and Tubes, which shall be procured together with those 
quantities of Commercial Tires and Tubes over the above specified 


dollar amounts in accordance with the procedures implementing this 
DOD Procurement Asai grment. 


This DOD Procurement Assignment does not include PSC Class 2620, Tires 
and Tubes, Pneumatic, Aircraft. These items are mandatory for purchase 
in accordance with the provisions of Federal Supply Schedule Class 83 - 


Aircraft Tires ( Casings and Tubes). 
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COMMODITIES 


a 





FIRE CONTROL EQUIPMENT, AMMUNITION AND EXPLOSIVES 1/ 
1005 P 2} Guns, through 30m 

Cl (Jan 56); SM 9-1-1005,10,15 (Dec 55). 
and all other types not included above. 
1010 P 2/ Guns, over 30mm up to 75am 
Cl (Jan 56); SM 9-1-1005,10,15 (Dec 55). 
types not included above. 
1015 P 2/ Guns, 7Smm through 12Sam 
Cl (Jan 56); SM 9-1-1005,10,15 (Dec 55). 


| types not included above. 





SM 9-1-1025,30 (Nov 55). 


| 
1040 /| Chemical Weapons and Equipment 


1055 P 2/| Launchers, Rocket and Pyrotechnic 


included above. 


1095 P 2/| Miscellaneous Weapons 


SM 9-1-1090,95 (Gct 55). 


210 P A Fire Control Directors 

1220 P | Fire Control Computing Sights and Devices 

1230 P 2/| Fire Control Systems, Complete 

1240 P y Optical Sighting and Ranging Equipment 

1250 P | Fire Control Stabilising Mechanisms 

1260 P y Fire Control Designating and Indicating Equipment 
1290 P 2/| Miscellaneous Fire Control Equipment 








SM 9-1-1210, 20, 30,10,50,60,90 (Dee 55). 


See Footnotes on page 55. 


Includes: Guns, through 30mm, and parts and equipment therefore, 
a ere in Army Supply Manuals SM 9-5-1005,10,15 (Oct és), 


Excludes: Waval Ordnance type; aircraft gun mounts; and all other 


| Excludes: Naval Ordnance type; aircraft gun mounts; and all other 


P 
Pz 

1030 P LY Includes: Guns, over 125mm, and parts and equipment therefor, as 
Pp 2z/ listed in Army Supply Mammals SM 9-5-1025, 30 (Oct 55); 


Excludes: Naval Ordnance type; airborne type; and all others not 
| 


Includes: Miscellaneous weapons, and parte and equipment therefor 
————-__ as listed in Army Supply Manuals SM 9-5-1090,95 (Oct 55 


Excludes: Naval Ordnance type; Mk-12, 20mm gun; aircraft gun mounts; 


Includes: Guns, over 30mm up to 75mm, and parts and equipment therefor 
as listed in Army Supply Manuals SM 9-5-1005,10,15 (Oct 55) 


Includes: Guns, 75am through 125mm, and parts and equipment therefor 
————~ as listed in Army Supply Manuals SM 9-5-1005,10,15 (Oct 55 


Excludes: Naval Ordnance type and all other types not included above, | 


Includes: Launchers, rocket and pyrotechnic, as listed in Army Supply 
~~ Manual SM 9-5-1055 (Oct 55)3 SM 9~-1-1050,55 (Nov 55). 


r 


Excludes: Naval Ordnance type; guns, line throwing (which are under 
DOD Procurement Assignment to the Navy); aircraft type 
miscellaneous weapons; and ai] others not included above. 


Includes: Fire control equipment, as listed in Army Supply Manuals 
SM 9-5-1210,20, 30,40 (Dec 55); SM 9-5-1290 (Dec 55); 


i, 








1330 
1340 P 
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, ne WEAPONS, FIRE CONTROL EQUIPMENT, AMMUNITION AND EXPLOSIVES (CONTINUED) 1/ 
my Excludes: Naval Ordnance type and aircraft type. 

05 P 2/| Ammunition, through 30mm Army 


Includes: Ammnition, through 30mm, as listed in Army Supply Mamal 
———~_ SM_9-5=1305 (Aug 55), Cl (May 56). 

















Excludes: Naval Ordnance type; ammunition for the Mk-12, 20mm gun; 
————~ and all other types not included above. 
wi op | Ammnition, over 30mm up to 75mm | Army 
yi Includes: Ammmnition, over 30mm up to 75mm, as listed in Army Supply 
———— Manual SM 9-5-1310 (Sep 55), Cl (Apr 56). 
Excludes: Naval Ordnance type; 0mm ammunition (which is under DOD 
———_-‘ Procurement Assigrment to the Navy); and all other types 
not included above. | 
aray 
hsp | Ammunition, 7Smm through 12am | Arey 
y Includes: Ammnition, 75mm through 125am, as listed in Army Supply 
————~ Manual SM 9-5-1315 (Sep 55), cl (June 56); Army Supply 
Catalog CML 5-1-1 (Feb 56). 
Ary Excludes: Naval Ordnance type; and all other types not included above. 
n320 P Ammunition, over 125mm arny 
| 2 | 
YW Includes: Ammunition, over 125mm, as listed in Army Supply Manual 
————" SM 9=5=1320 (Sep 55), Cl (May 56); Army Supply Catalog 
CML 5-1-1 (Feb 56). 
Army Excludes: Naval Ordnance type; and all other types not included above. 
- | 
Arey 325 P Bombs | Army 
Includes: Bombe, as listed in Army Supply Manuals SM 9-5-1325 (Sep 55); 
SM 3- 5.1325, 30,40,45,65,70,75 (Aug 56). 
Excludes: Those bombs herein assigned to the Navy; and all others 
not included above. 
— 30 —| Grenades | aray 
13k0 P| Rockets and Rocket Ammunition | Army 
Includes: HE, AT, 3.5 In., M35 
Practice, 3.5 In., M% 
Smoke, WP, 3.5 In., M30 
Drill, 4.5 In., M2k 
HE, 4.5 In., M32 
Practice, 4.5 In., M33 
Incendiary and toxicological rockets, as listed in Army 
Supply Bulletin SB 3-33 (Aug 56) 
Excludes: Rockets herein assigned to the Navy; and all others 
Arey not included above. 
135 Land Mines Aray 
1365 Chemical Warfare Agents arny 


See Footnotes on page 55, 
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FSC 
CODE COMMODITIES 








WEAPONS, FIRE CONTROL EQUIPMENT, AMMUNITION AND EXPLOSIVES (CONTINUED ) Y 
1370 P Pyrotechnics Arey 
Excludes: Shipboard and aircraft pyrotechnics. 
1375 P Explosives, Bulk Propellants and Explosive Devices Arey 
Blasti ents and ee 
Includes: Blasting agents and supplies such as: 
Blocks, demolition Fuse, safety 
Caps, blasting, electric Bangalore torpedo 
and non-electric Kit, demolition 
Charge, cratering Lighter, fuse 
Charges, shaped and Primer, percussion cap 
demolition Demolition equipment sets, 
Cord, detonating with ancillary itens 
Detonators, all types Chests, demolition platoon 
Dynamite and squad } 
Firing Devices Machine, blasting 
Excludes: Navy underwater demolition requirements. : 
Explosives 
Includes: The following items, only: 
Ammonium Picrate (Ex- RDX 
plosive D) JAN-A-166A Composition B 
Trinitrotoluene (THT) Composition B-3 
JAN-T-2h8 Pentolite, 50/50 JAN-P-408 ) 
Tetryl JAN-T-339 Composition C-3 JAN-C-l27 
Pentaerythri te Composition A-3 
Tetranitrate (PETN) Composition A-l 
JAN -P-387 Nitroguamidine (Picrite) 
Excludes: Production capacity for any of the above listed 
explosives at the Naval Powier Factory, Indian Head, 
Maryland; and all other explosives not included above. 
Propeliente 
| Includes: Propellants for Small Arms Ammmnition, Calibers .30 to 30m, 
inclusive, except Blank and Cal. .l5. 
Propellant (for Small Arms Ammunition, Caliber .l5) } 
MIL-P-3207 
Propellant, Increment, M6 MIL-P-10557 
it, M9 
Powder, Rocket Propellant, N-h MIL-P-16101 
Propellant Cannon, Ml, M6, JAN-P-309 
Propellant, Cannon, M2, MS, JAN-P-323 
Propellant, 4.2 In. Chemical Mortar 
Propellant, M7 
Propellant, M15 and M17 MIL-P-668A 
Propellant, MLO 
Rocket Propellant Powder NAVORD OS 3383 
Excludes: Production capacity for any of the above listed 
| propellants at the Naval Powder Factory, Indian Head, 
Maryland; and all other propellants not included above 
1 360 Biological Warfare Agents ary 
j 











See Footnotes on page 55. See Poot 
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PROCUREMENT 
COMMODITIES RESPONSIBILITY 
ASSIGNED TO 


army 


Fuses end primers for Army assigned ammunition and V.T. fusep, 
non-rotating types. 


| 





Naval Ordnance type; V.T. fuses, rotating type, under DOD 
Procurement Assignment to the Navy; guided missile fuses; 
and all other fuses and primers not included above. 


Tanke and Self-propelled Weapons army 
Training Aids arny 


Includes: Training aids as listed in Army Supply Manuals SM 9-1-6910,2 
(Sep $5) SM 9-5-6910,20 (Sep 55); SM 3-1-6900 (May 56). 


} Excludes: All other training aids not included above. 
a. Armament Training Devices 


Includes: Armament training devices as listed in Army Supply Manuals 
—————~_—s« SM _9~1-6910,20 (Sep 55); SM 9-5-6910,20 (Sep 55). 


Excludes: Clay pigeons; all other training devices not included above. 
, Bu Ammunition Boxes, Packages, and Special Containers 
Includes: Boxes, packages and containers for ammunition herein 


assigned to the Army, as listed in Army Supply Mamals 
SM 9-1-8110 (July 565. 





Excludes: All other boxes, packages and containers not assigned herein. 


Miscellaneous Weapons 


Includes: Guns, line throwing, only. 


Ammnition, over 30m up to 75mm 


Includes: 40mm ammnition, only. 


Bombs 


Includes: Armor-piercing; depth bombs; externally suspended low drag 
bombs; and components and practice bombs therefor, as lis 
i in Ord Pamphlet 1280 (Aug 55) and OP 968 (Jun 55). 


| Rockets and Rocket Ammunition 


Includes: 2.25 In. Rocket SCAR, Practice 
ary Heads Mk 3 and Mods 
Motors Mk 15 and Mods 
Mk 16 and Mods 
2.75 In. Rocket FFAR, service and practice 


Heads Mk 1 and Mods ) Generel Purpose) 
Mk 5 and Mods (HEAT) 














See Footnotes on page 55. 
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PRO 
COMMODITIES tro 


ASSIGNED 1) 
WEAPONS, FIRE CONTROL EQUIPMENT, AMMUNITION AND EXPLOSIVES (CONTINUED) Y | 


340 P Rockets and Rocket Ammunition (Continued) Navy 


Sr 


Includes: (Contimued) 


Mods 
Excludes: Rockets included under above assignment to the Army 


90 P Fuses and Primers Navy 





Includes: Fuses and primers for Navy assigned ammunition ani V.T, 
fuses, rotating type, only. 


BEESEE 29 ESEESE 


925 P | Ammnition Maintenance and Repair Shop Specialised Equipment Savy 





Includes: Sets, kits, and outfits of explosive Ordnance tools and 

“equipment as defined in OPWAV 8027.14; AR 755-1300-6; 
AFR 136-8 (May 51) and further, as described in Ord 
Pamphlet 1851(C) (July 51) and other similar documents 
of other services. 


= 
~ oo 


Excludes: All others not included above. 
6U0 P | Ammunition Boxes, Packages, and Special Containers Navy 


a 


Includes: Boxes, packages and containers for Om asmurition, only, 


FOOTNOTES: 


1/ ‘The Department of the Army portion of this DOD Procurement Assignment is 
covered by two sets of Implementing Procedures. One set covers items 





items under the cognisance of the Army Chemical Corps. 


2/ For purposes of procurement, Naval Ordnance comprises all arms, armor, 
and armament for the Department of the Navy and includes all offensive 
and defensive weapons, together with their components, controlling 
devices and ammunition used in executing the Navy's mission in National 2 
Defense (except small arms and those items of aviation ordnance procured | . 
from the Army. ) 


Mechanical smoke generators included in this PSC Class are covered in te 
the implementing procedures for Chemical Warfare Equipment and Supplies. chin 


Army responsible for a assembling and packing toxicological, 
emoke and incendiary she 


Loading, assembling and packing in excess of Navy owned capacity to be apply t 
done by Aray. 


ar a 


Filler and filling of all smoke and toxicological rockets are assigned 
to the Arny. 


ie 





41 








CUREWENT 


‘OMSIBILITY 
SIGNED 1) 
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IMPLEMENTATION OF SINGLE DEPARTMENT PROCUREMENT ASSIGNMENTS 

—————————————— 

| de General 

| 1, Implementing procedures in order to be adequate for the purpose 

» mst be prepared in such detail that personnel at the operating 

levels can process procurements properly without having to draw on mumerous 

of information concerning the assignment. The Standard Format, 

| yhich follows, has been and will contime to be used as a guide for the 
development and description of detailed procedures followed by procuring 
and requiring departments. 


2. Implementing procedures, patterned after the Standard Format, are 
| developed and maintained by the department or agency assigned procurement 
responsibility in collaboration with the requiring departments. 


3. The Procuring department or agency, prior to its promulgation of 
the implementing procedures or substantive changes thereto will submit 
such to QASD (S&L) for review and approval. Minor changes need 
not be submitted for approval, but OASD (S&L) will be notified of such 
changes upon promulgation. The Military Departments are responsible for 
disseminating information concerning these assignments, together with the 
implementing procedures, to all cognisant elements of their departments. 








p. Standard Format 


1. Authority and Coverage 
a. OSD Directive or Instruction establishing assignment. 


' 
| 
i 
j 


b. Departmental document delegating authority to technical service, 
bureau or command. 


c. Identification of material assigned: 


List of items procured by Assigned Department utilizing Federal 
Supply Classification Nomenclature. This detailed listing may 
be attached as a Tab or as reference to suoply documents such 
as stock lists, catalogs, and specifications wherever feasible. 
Where partial assignments of Federal Supply Classes are made, 
items included or excluded should be appropriately indicated. 
Provision should be made for keeping the listing up-to-date. 


2. Contacts and Liaison 


a. List of procurement functions, indicating bureau, command or 
technical service responsible for each. 


b. Designation of office and telephone number to be contacted with 
regard to any questions arising in particular functional areas. This will 
apply to both requiring and purchasing departments. 


41742 O—59 33 
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3. Notification of Requirements for Procurement Planning Purposes 


Procedure for notifying procuring department of budget requirements 
and proposed phased procurement programs of requiring departments. pro. 
vision should also be made to advise the procuring department when signifi. 
cant deviations in program occur. For these purposes, appropriate forns 
prescribed by OSD will be used where applicable (see DOD Instruction 4000.7) 


4. Purchasing 


a. Operational Phases of Procurement Planning 


Procurement planning procedures will include, when appropriate 
phased schedules for submission of requirements and purchase requests by , 
items or croup of items, provision for interim purchase requests, congoli. 
dation of requirements, market analyses, and determination of patterns for 
phased placement of orders. 


b. Preparation and Forwarding of MIPR's 


Implementing procedures should describe channels for f 
of purchase requests (MIPR's or other authorized documents such as DD fora 
416) and the mumber of MIPR copies required. Description shall, as aporo- 
priate, provide for details insuring prompt procurement and diminution of 
lead time. Also to be covered are: the proper execution of the MIPR in 
connection with use of Federal Item Identification Data; delivery schedules; 
shipping, preservation, packaging, packing and marking instructions; account. 
ing data; payment instructions; distribution of documents; arranging for 
urgent delivery; certification of determinations and findings in accordance 
with ASPR 4-206.2; arranging for operational tess and follow-on production; 
provisions for pre-award or pre-production sampling; variations in quantity 
(in accordance with DOD Instruction 000.17); use of qualified products 
lists; and the combination of items on MIPR's to secure the advantages of 
consolidation. 


c. Lead-Time 


Lead-time table showing the approximate normal lead-time in- 
volved in procurement of the assigned items or types of commodities. Lead- 
time should reflect the estimated time between receipt of a MIPR by the 
procuring department and delivery of the requirement to the carrier for 
shipment to the first destination. All available lead-time factors, such 
as time required for administrative operations, furnishing of government 
property or material, production, shipping and recording, should be taken 
into consideration in estimating the total normal lead-time. 


ad. Submission of Specifications 
Indicate type andmmber of copies to be submitted to procuring 


department. If production factilities are available, use of reproducible 
drawings and specifications should be given consideration. 


(ete 


made a 


q 


quanti 
place | 


nents 
nifi- 
000.7), 


‘late 


joli- 
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e. Delegation of Purchase Authority 
(1) Policy regarding research and d evelopment procurements. 


(2) aes. 5}. not in excess of small dollar value purchases 
-203.3 7 
(Reference ASPR 


(3) Provisions which will indicate procedures to be followed 
in order to fulfill an emergency requirement (ASPR -203.)). 


(k) Policy regarding manufacturing facilities (ASPR -203.5). 


: 2038 Policy regarding Local Purchase as normal means of supply 
(ASPR = eO}e 


f. Administration of MIPR's 
(1) Notification of Action--Method of acknowledging receipt 
of a MIPR within @ stipulated mumber of days and advising as to meeting 


the delivery date. Acceptance of MIPR's for obligational purposes (see 
DOD Instruction 4000.17). Provision for inaccurate or incomplete MIPR's. 


(2) Setticiony of Funds--Procedures for continuously 
ng sufficiency o acquiring additional funds (refer to 

DOD Instruction 000.17 and related policy directives). 

(3) Notification of Inability to Obligate--Provision for 
notifying ng Department concerning possible failure to obligate 
funds by the end of the Fiscal Year in case of direct-citation pro- 
curenent under anrmal appropriations. 

(4) Processing MIPR's--Handling of changes or deviations in the 

(5) Interin R rements--Method of handling purchase r equests 
made at times other ose 8 ed. 


(6) Referrals of Disagreements--Processing adjustments between 
Procuring and ng Dep nts. 


(7) Processing Amendments to MIPR's--Processing changes in 
quantities, drawings, specifications, method of shipment, packing, and 
place of delivery. Use of rapid commmication to reduce lead-time. 

5. Contract Administration 
Outline area of responsibility and procedures to be followed: 


&. Responsibility 
Indication of activities responsible for contract administration. 
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b. Distribution of Contracts 


Procedure for expeditious distribution of contracts. Tnasmch 
as the purchasing activity distributes copies direct to consignee (8), there 
is a need for current distribution lists maintained by the Requiring [ 
ment. 


Ce Contract Changes 


Processing of changes subsequent to contract award. 
d. Technical Liaison 


Provision for direct contact between Requiring Department and 
contractors re technical or engineering matters. 


e. Contract Terminations 


Procedure for conduct of contract terminations. 


f. Auditing and Cost Inspection 
Method for conducting auditing and cost inspection. 


6. Contract Follow-Up 


Procedures for reporting status, and expediting deliveries. 
Included should be such matters as indication of responsibility, reports 
when deliveries fall behind schedule or will not meet delivery schedules, 


and routing of inquiries for delivery status andexpediting. (See DOD Instr, |Z) 


7. Arrangements for Inspection 


Arrangement for inspection in accordance with policies and procedures 
of ASPR 4-202.1(e), ASPR Section XIV, and appropriate DOD Directives. 


8. Traffic Management 


Outline of traffic management procedures involved up to point of 
receipt into distribution system, covering freight classification, routing 
and consigmment, preparation of bills of lading, claims and disputes 
involving carriers, rate negotiations, and transportation-procurement 
evaluation. Reference should be made to DOD Directive 5160.1); in the 


development of these procedures. 


9. Funds and Payments 


Description of procedures for funding and paying for material 
procured through the assigned department. Reference should be made to DOD 
Instruction 000.17 and ASPR 4-208. 


10 


and 8 
12 
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10, Industriel Property Accounting Arrangements 


ach ASPR, Appendix B 


here 
_— Ll. Specifications and Standardization 
Refer to DOD Directive 4120.3, related instructions and manuals, 
ani subsequent revisions thereto. 
12. Distribution 
od Describe arrangements for disseminating copies of implementing 
procedures and knowledge thereof to interested activities. 
13. Effective Date of Implementation 
Date these procedures become effective. 
8 
3, 
str, 4200, 
yoedures 
of 
Log 
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EXCERPTS FROM 
INTEGRATING THE MANAGEMENT OF 
COMMERCIAL AND COMMON ITEMS OF SUPPLY 





Summary of Survey, Team Reports on Phase I Studies 
and 


Steering Group Recommendations Thereon 
For Consideration of the Policy Board 


February 1, 1958 
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INTRODUCTION 
A, Origin and Scope of Study 
. —EE————EEoEo7= 


During August 1957, Deputy Secretary of Defense Donald Quarles, 
ASD(S&L) Perkins McGuire, and Presidential Assistant Meyer 
_— conferred on the desirability of re-evaluating defense pro- 
grams for integrating supply and logistics systems in order to 
jetermine whether adequate progress is being made in meeting 
objectives such as those posed by Congressional groups and the 
Hoover Commission, 


Based on these discussions a one-year study program was 
conceived to consist of the following four phases; 


l, Phase I - Management of Commercial and Common Items of 
Supply* 


‘Phase I (now drawing to a close) comprises an intensive 
study of arrangements for achieving coordination in requirements plan- 
ning, purchasing, storage and distribution of commercial "off the 
shelf" items, and noncommercial items used in common by two or 
more of the military services. The arrangements considered are the 
four commodity Single Managers (Subsistence, Clothing and Textiles, 
Medical, Petroleum); and a selected group of Interservice Supply 
Support and Single Department Procurement assignments, This 
phase of the study also examines and evaluates the principal current 
and past proposals for assigning responsibility for common supply 
activities to one department, or to a fourth department, 


2. Phase II - Management of Common Services 


Phase II studies (to be begun about February 3, 1958) 
will analyze the coverage and effectiveness of the three transportation 
Single Managers (MATS, MSTS, MTMA) and examine opportunities 
for expanded cross-servicing, or for further integration, in other 
common service areas, such as depots, ports and terminals, motor 
vehicle management, inspection, production, equipment maintenance, 
and (perhaps) communications. 


* Definitions of the terms "commercial", "common" and "peculiar" 
are discussed in Part I, page 1-5, 
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Exhibit 1 


THE SECRETARY OF DEFENSE 
WASHINGTON | 


OCT 7 1%) | 


| 


MEMORANDUM FOR THE SECRETARY OF THE ARMY 
THE SECRETARY OF THE NAVY 
THE SECRETARY OF THE AIR FORCE 


SUBJECT: Study of Defense Programs for the Integration of Supply 
and Logistics Systems 


Since the National Security Act was passed in 1947 the supply sy, 
tems of the Department of Defense have been the subject of continyoy 
review within the Department as well as by the Congress, the Bureay 
of the Budget, the General Accounting Office, the Hoover Commission, 
and other interested groups. Many recommendations for reducing ip. 
ventories and avoiding waste and duplication have been made, Steady 
progress has been shown in coordinating procurement and in cross. 
servicing the assets of the military departments through the single 
service procurement assignments, the Interservice Supply Support 
Comnuittee, and the Single Managers. 


I believe that it is now appropriate for us to make a critical ap. 
praisal of each of the steps we have taken ia order to assess the bene. 
fits which are resulting, and to plan ahead on further steps to impron 
the integration of our supply and logistics systems. To accomplish 
this, 1 have instructed the Deputy Secretary of Defense to initiatea | 
comprehensive study of our supply organization and procedures, with ; 
the assistance of the Assistant Secretaries of Defense (Supply and l- 
gistics), (Comptroller), (Manpower, Personnel & Reserve); and the 
Assistant Secretary of the Navy (Material), the Assistant Secretary d 
the Army (Logistics), and the Assistant Secretary of the Air Force 
(Materiel), 
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3, Phase Ill - Management of Peculiar Items of Supply 


These studies will cover departmental systems for the 
7 195) | management of items other than those covered in Phase I -- That is, 
_ the technical items which are peculiar to the military operations of 
Tha each service. 


4, Phase IV - Ultimate Plan of Organization 


On the basis of the findings from the foregoing studies, 
organizational plans for obtaining the optimum degree of coordination 
and integration in the management of supplies and services will be 


ipply developed. 





The survey plan provides for a separate report of 
findings -~ and a short-range plan of action -- at the end of Phases I, 
pply sy} fland II, Phase IV will outline steps to be taken over a longer 
tinuous | jnterval, such as five years, 


Preliminary planning for Phase I was conducted during 
cing ins | September, and the study was officially launched by the Secretary of 
Steady | Defense Qirective of October 7, 1957 (Exhibit 1). 


ingle B. Organization of the Study 
The name ''Logistics Systems Study Project'"' was adopted for 


the over-all undertaking and responsibility for the study was assigned 
as illustrated in the following diagram: 
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ORGANIZATION FOR THE STUDY 


POLICY BOARD 


Approve over-all Study Plan 
- Review Final Recommendations 
Recommend Action Plans to Secretary 
of Defense 


STEERING GROUP 


. Approve Organization and Work Plans 
of Survey Teams 

. Evaluate Fact-Finding Results and 
Formulate Recommendations to 
Policy Board 


SURVEY STAFF 


» Conduct Fact-Finding 
Develop Initial Conclusions and 
Recommendations 
Draft Reports 
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The members of the above groups are shown in Appendix A. The 
policy Board is composed of the officials named in the letter of October 
7, the Chairman being the Deputy Secretary of Defense, The Steering 
Group is chaired by the Assistant Secretary of Defense (S&L) and con- 
sists of 16 members representing the ASD's concerned, the JCS, each 
military department, and the Bureau of the Budget. The Survey Staff 
for Phase 1 was manned by 21 full time personnel drawn from OSD, the 


military departments, and the Bureau of the Budget. 


This group was organized into four teams as follows: 


Team No. | - Army Single Managers. Military 
Subsistence Supply Agency (MSSA), and Military 
Clothing and Textile Supply Agency (MC&TSA), 


Team No. 2 - Navy Single Managers, Military 
Medical Supply Agency (MMSA) and Military 
Petroleum Supply Agency (MPSA). 


Team No, 3 - Single Procurement and Interservice 

Supply Support. Studies of several Single Department 
procurement (SDP) arrangements (vehicles, photo- 
graphic, lumber, paint) and the program of the 
Interservice Supply Support Committee (ISSC), including 
eleven Commodity Coordination Groups (CCG's). 


Team No. 4 - Evaluation of "Fourth Department" Concepts. 

Studies of the advantages and disadvantages, compared 
to present approaches, of creating a ''Central Supply 
Operating Agency. "' 


C. Method of Study During Phase I 


Fact finding was performed by the four survey teams through per- 
sonal interviews with officials of the operating agencies and ''customer 
departments,’ analysis of procurement and inventory records, contacts 
with industry, and research into past studies and hearings. In summary - 


- Interviews were conducted with 829 officials of the 
four Military Services, 


- Visits were made to inventory control, procurement, 


and distribution activities of 70 DOD activities. as 
follows: 
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Air Force - 15 
Navy ~ 26 
Army ~ 26 
Marine Corps - 3 

Total 70 


A list of these activities is presented in Appendix B, 
- Contacts were made with 16 Defense contractors, 
- Stock status was analyzed on 200 items (100 packaged 


petroleum and 100 general supply) to test the 
effectiveness of inter-servicing programs, 


- Detailed studies of requirements computation procedury 


were made in each of the Single Manager agencies by 
tracing the computations in detail on selected items, 


- Eleven principal research studies were completed by 
Team No. 4 in analyzing alternative approaches to pro. 
curement and supply organization. Included are brief 
studies of the British, Canadian and Russian organiz- 


ations; summaries of the principal criticisms of Congren 


and the Hoover Commission; and actions by the Departmy| 
of Defense since 1947 to improve supply management, 


Added to the body of facts and opinions developed by the survey 
teams is an independent review by an outside professional organizatin 
(Harbridge House) of major management improwement programs of the 
Military Departments in the areas of procurement and supply manage. 
ment. This review will serve as a comprehensive reference manual 
for logistics officials throughout the Department of Defense, and will 
be of continuing use to the Logistics Systems Study Project, 


D. Purpose of this Report 


A summary of the findings ana recommendations of each of the 
survey teams was submitted to the Steering Group for initial discussin 
at a meeting in Quantico on December 15 - 16, On the basis of this 
initial review, it was decided that the findings of the teams should be 
consolidated in a summary report which should outline a practical 
plan of action to accomplish initiation of solutions in all major problem 
areas within six months. 
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PART I 


PRESENT ORGANIZATION AND TECHNIQUES 


It is the purpose of the following paragraphs to provide back - 
ground information against which to review the findings and pro- 
als related in the report. The following information is provided: 


pos 

A. The present organization for procurement and supply 
management. 

B. Definition of common supply and a measure of its 
magnitude. 

c. A discussion and evaluation of the principal means now em- 


ployed to integrate the management of common supply. 


A. The Present Organization for Procurement and Supply Management 


Exhibit 2 shows in highly condensed form the over-all organization 
for procurement and supply. It is significant to note that there are 
four distinct levels in this organization: 


l. The Policy Level in procurement and supply is represented 
by the Office of the Assistant Secretary of Defense (S&L) and the Joint 
Logistics Plans Group of the Joint Staff in OSD. In each Department 
there is the office of the Materiel Assistant Secretary and a top logis- 
tics staff (the Office of Naval Material, Navy; the Deputy Chief of Staff, 
Materiel, Air Force; and the Deputy Chief of Staff for Logistics, Army). 
Itis these offices which write the policies and regulations which govern 
the entire process. In tne field of procurement, uniform policies are 
promulgated through the ''Armed Services Procurement Regulations, "' 
which is maintained througn the work of an interdepartmental ''ASPR 
Committee'' working under the direction of the ASD(S&L). DOD-wide 
policy on other matters is promulgated through the issuance of DOD 
Directives and Instructions. 


2. Tne General Management Level. In the Navy, the Bureau 


of Supplies and Accounts operates the inventory control and distribu- 
tion system for the Navy, although each of the technical bureaus per- 
forms its own procurement of major end items, determines the dis - 

tribution of these items, and furnishes technical assistance to the 
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pureau of Supplies and Accounts in the operation of other field 
procurement and supply activities. In the Marine Corps, the Quarter- 
master General manages an integrated supply system with respect 

to the operational and technical aspects of supply. 


In the Air Force, the Air Materiel Command is the 
central management organization for all procurement, inventory 
control and distribution. HQ, USAF determines procurement and 
distribution of aircraft, while AMC performs the actual procure - 
ment functions. 


In the Army, the Deputy Chief of Staff for Logistics, in 
addition to being part of the basic policy setting organization, like- 
wise has direct responsibility for the management of the technical 
services, each of whom has a procurement and supply mission and 
operating agencies to assist in carrying out this mission. Under 
pcs/LOG, the Quartermaster General furnishes Army-wide support 
with respect to food, clothing and general supplies and in the opera- 
tion of general depots. 


3. The Operating Level is represented by (1) the control 
points which maintain records of wholesale assets and compute 


periodic (quarterly to annually) buying requirements to maintain in- 
ventories both for peacetime and mobilization needs; (2) the offices 
which do the actual contracting; and (3) the network of wholesale or 
primary stock points (depots) which have a distribution mission for 
agroup of retail activities. The depots may also have an equipment 
overhaul and repair responsibility in addition. Exhibit 3 shows the 
physical location of the principal inventory control and distribution 
points of the four services. 


Under the National Security Act each service maintains 
its own supply system, subject to such common policies, standards 
and procedures as prescribed by the Secretary of Defense, and with 
the constant objective of obtaining maximum cross-servicing of 
facilities and assets. 


4, The Retail or Consumer Level. Finally, the many 


hundreds of Consuming activities (posts, camps, stations, industrial 


activities, training activities, etc.) draw upon the wholesale depots. 
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In the case of the larger retail activities, shipments are made 
direct from the vendor to consumer. This is the typical method of 
supply, for example, in the case of perishable subsistence, lumber, 
and construction materials. Cross-servicing of supplies and ser- 
vices among the retail installations of the military departments js 
encouraged by DOD policy, both in CONUS and overseas. 


B. The Meaning and Magnitude of Common Supply 


An examination of the studies of the Hoover Commission, and 
of the Congressional hearings both before and since unification, 
indicates that many observers have contended there is a need for 
integration of activities at the "Operating Level" described above, 
to reduce inventories and the number of depots and procurement 
offices concerned with ''common supply.'' A summary of the princi- 
pal contentions of these critics of the military supply systems appears 
as Exhibit 4. 


Throughout the history of the debate over the extent to which 
there should be a merging of the systems, there has been confusion 
as to the items and the functions which constitute common supply. 
Team 4 has devoted special study to establishing definitions which wil] 
assist in future discussions of this subject. 


l. Items of Common Supply. Of the 3.3 million items which 
have been identified under the Federal Catalog System, the number 
which can be included within the term ''common supply" vary from 
14 to 52 percent. A recent analysis of the catalog on an item-by-item 
basis reveals that only 14 percent (447,500 stock numbers) are 
actually identical in two or more services. This, in fact, is the num- 
ber of items subject to the program of interchanging assets in long 
supply. However, broader definitions result in different percentages 
as shown in Exhibit 5. 


The Hoover Commission used the term ''commercial type" 
items. If this term is defined to include items generally used 
throughout the civilian economy and available through normal distri- 
bution channels, it is found that 20 percent, rather than 14 percent, 
of the items may be eligible for integrated management. The procure- 
ment of most, if not all, of these items is now covered by Single 
Department Procurement assignments, and subsistence and medical 
are assigned to Single Management. 
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A still broader definition can be chosen to cover 52 

rcent of the items by including all those of similar manufacture 
or fabrication, both commercial and military in character, which 
differ among the services in respects such as color, finish, markings, 
etc. Under this definition, some combat type items would be included 
ghich past studies have not recommended for integrated management. 
On the other hand, most of these items are now under the Single 
Department Procurement program, while clothing and petroleum are 
Single Manager assignments. 


This study finds that optimum results have been, and will 
continue to be obtained by considering each homogeneous class of 
items on its own merits and applying to each the degree of integrated 
management which can be justified, after considering all aspects of 
procurement, distribution and use. 


2. Functions Subject to Integration. Similar lack of agree- 
ment has existed with respect to the functions which are susceptible 
tointegrated management. Exhibit 6 illustrates the supply cycle, 
starting with the statement of the gross requirement by the military 
planning authorities, through the successive steps of determining the 
net requirement to procure (based on subtracting the assets from the 
gross requirement), making the contract with industry, positioning the 
material in storage depots, and finally distributing the material to the 
user. Historically, the easiest of these functions to integrate has 
been that of contracting. The Single Manager arrangement includes 
the entire supply control function (net requirements computation and 
distribution direction). However, the planning of gross require- 
ments, depot administration, and the custody and use of assets at 
consumer level have not been considered as responsibilities which 
can be separated from the management of the individual military ser- 
vices. 


¢, Present Techniques of Integrating the Management of Common 
Supply 


Four landmarks stand out in the evolution of integrated supply 
management. Today there are some 120 formal assignments to 
operating agencies within the Department of Defense, the objective 
of each being to achieve specific integration of some part of the 
military procurement and supply system. These assignments have 
come into existence largely during the past ten years, although the 
beginning of some dates back to World War Il. The remainder of 
this chapter will describe each of these techniques of integrated 
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management, and present a general assessment of their effective- 
ness aS found through the studies of the survey teams. * 


1. Single Department Procurement Assignments (SDP) 


Since 1917 some degree of formal coordination in buying 
and in the use of production capacity has existed between the mili- 
tary departments. In fiscal year 1957, over 75 percent of the 
procurement dollars ($11 billion) were obligated under arrangements 
where one department (or the GSA - 2%) handled the contracting for 
all of the military departments. 


This form of coordination was successfully demonstrated 
in the case of subsistence, lumber and tractors during World War II. 
Toward the close of the War, Secretaries Forrestal and Patterson 
sponsored a study which laid the foundation for the extensive arrange- 
ments which exist today. An immediate step taken after these 1945 
studies was the creation of the Army-Navy Medical Procurement Office 
which is the predecessor of the Military Medical Supply Agency, a 
successful commodity Single Manager operating agency. Following 
passage of the National Security Act and the Armed Services Procure- 
ment Act, the coordinated procurement program became one of the 
major responsibilities of the Munitions Board. 


Today, there are 37 formalized SDP assignments of which 
3 (Office Equipment, Supplies and Furniture) are assigned to the GSA; 
4are incorporated in the commodity Single Managers; and 30 are in- 
dividual assignments to the military departments. A list of the com- 
modity assignments showing purchases under each during FY 1957 is 
presented in Appendix D 


The survey selected for study the SDP assignments cov- 
ering lumber, paint, photographic supplies and equipment, and motor 
vehicles. In addition, a review was made of the opportunities for 
extending such arrangements in the large and complex electronics area. 


The over-all observations resulting from these studies are: 


a. All of the arrangements tested are providing 
purchase service in a reasonable time and at a satisfactory price. 
None of the arrangements should be discontinued, although there 
should be a continuing alertness to the importance of making case-by- 
case exceptions in the interest of speed (where this is needed) or a 


* See list of team reports in 
Appendix C 
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more intimate relationship between technical personnel, Procurement 
personnel and the supplier. 


b. The principal benefits of these arrangements 
are the prevention of interservice competition, concentration of 
industry relationships, both for peacetime and mobilization Purposes, 
at one point in the Department of Defense, and the opening of Oppor- 
tunity for obtaining the most favorable price and contract terms by 
reason of centralizing the full purchasing power of the Department of 
Defense. 


c. Each of the arrangements studies -- and un- 
doubtedly all of the remaining 26 arrangements -- can be made more 
effective if continuous attention can be given by some central group 
to increasing their effectiveness by moving quickly to overcome prob- 
lems of delay (on a case-by-case basis when necessary) and failures 
to synchronize requirements planning so as to permit maximum con. 
solidation of order quantities. 


2. Cataloging and Standardization 


Public Law 436 enacted in July 1952 gave a mandate to the 
Secretary of Defense to accomplish steps which (experience continues 
to demonstrate) are indispensable to achieving the fullest practicable 
integration in military supply systems. The Cataloging Program is 
just reaching the point where real dividends can be realized. The 3,3 
million items in the military supply systems have now been identified 
by descriptions and individual stock numbers. The military 
services, now 84 percent converted, will be fully converted to the 
use of these numbers by the end of calendar year 1958. After this 
time, the Department of Defense will continue to maintain the catalog 
to absorb the heavy flow of new items coming into the supply systems. 


In the meantime the Defense Standardization Program, 
whose objective is to consolidate specifications and to reduce the 
number and variety of items in the military supply systems, still 
has a period of years ahead before it will have completed the initial 
analysis of existing items and placed itself in a position to screen 
all new items proposed for addition to the military supply systems. 
Forty-five departmental assignees are responsible for planning, 
scheduling and coordinating the efforts of the three departments in 
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conducting simplification studies and technical analyses. The need for 
shortcut steps to accelerate the reduction in number of items in the 
supply system and to achieve the highest degree of commonality 

among the services will be emphasized inthis report. However, this 
should not be interpreted to mean that any change is suggested in the 
methodology of the formal standardization program or its long-term 


goals , 


3. Interservice Supply Support Committee (ISSC) 


In July 1955 the Secretary of Defense issued a Directive 
requiring maximum utilization of the assets available in all military 
supply systems. To meet these objectives the military chiefs of the 
four services, by joint agreement, created the Interservice Supply 
Support Committee in December 1955. Under this Committee, 
programs have been organized by the unified commands overseas, and 
at both retail and wholesale levels within the United States. 


Particular study has been given to the results being produced 
by the 33 "Commodity Coordination Groups" (CCG's) which are re 
sponsible to the ISSC for securing interchange of wholesale assets in 
CONUS, thus obviating new procurement. In addition, the CCG's are 
revealing ways in which to prevent unnecessary long-hauls, cross-- 
hauls, and back-hauls, and are creating important safeguards against 
concurrent buying and selling. Several of the CCG's have begun a 
systematic screening of catalog items to eliminate errors and items 
showing minor differences, and to increase the number of items com- 
mon to two or more Services. 


The effectiveness of the ISSC program (as in the case of 
Single Department Procurement) is enhanced when departmental 
procedures are consistent and when requirements planning and re- 
order cycles are synchronized. 


4. The Four Commodity Single Managers 


The most recent and comprehensive of the efforts to effect 
integrated supply management are represented by the four commodity 
Single Managers: Military Subsistence Supply Agency(MSSA), 

Military Clothing and Textile Supply Agency (MC&TSA ), the Mili- 
tary Medical Supply Agency (MMSA), and the Military Petroleum 
Supply Agency (MPSA). The first three of these were created by 
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Directives dated May 1956, and the fourth by a Directive dated 
July 1956. However, it was not until 1957 that these agencies became 
fully operational. 


With the exception of petroleum, the Single Manager is jn 
effect a consolidated buying and inventory control office having his 
own wholesale stock fund, and determining where his stocks will be 
positioned to provide the most economical distribution to retai] 
points. This arrangement thus overcomes the principal gaps which 
exist in the Single Department Procurement and Interservice Supply 
Support programs. In addition, the Single Manager (who is the 
Secretary of the designated Department) has DOD-wide responsi- 
bility under the cataloging and standardization programs. 


The petroleum assignment differs from the other three 
in that the Single Manager does not control inventory or own stocks, 
and has only a recommending responsibility with respect to dis- 
tribution 


The teams found that it was too early to make a definitive 
appraisal of the performance of the Single Management assignments, 
However, their initial conclusions are worthy of note: 


a. Subsistence. MSSA's functions include those of 
a long-established, efficiently-operated buying organization, whose 
effectiveness was demonstrated long before creation of the Single 
Manager. Fast turn-over, short lead times, few surpluses, and 
the high degree of commonality in items used, have contributed to the 


successful consolidation of buying and distribution in the present MSSA 


This Single Manager assignment carries potential additional benefits 
in the form of price savings resulting from greater standardization, 
carlot buying, and reduction in transportation costs through re- 


vised distribution patterns and extended use of satelliting arrangements. 


b. Clothing and Textiles. MC&TSA has none of 
the advantages of MSSA. It starts with a background of failure ina 
previous attempt to establish a joint agency (The Armed Services 
Textile and Apparel Procurement Agency) for central procurement 
only. It has an inventory containing substantial long supply and 
unbalanced stocks. It deals with a large number of items having a 
low degree of commonality (12 percent) among the departments. 
Long procurement and production lead times are required in an 
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industry where procurement negotiations are difficult. However, 
the plans of the Single Manager call for elimination of 8200 items, 
accelerating standardization, reducing inventories by several 
hundred million dollars during the next five years, and releasing 
almost 4 million square feet of storage space in 33 locations. 


c. Medical. Prior to the formation of MMSA, a 
highly successful joint medical procurement agency was located 
in the same building in Brooklyn, New York, with the national in- 
ventory control points of all of the military services. This situa- 
tion greatly facilitiated the establishment of MMSA which is presently 
the most complete of the four commodity Single Manager agencies, 
having responsibility for cataloging, standardization, and its own 
administrative support. To date 232 positions have been eliminated 
at a saving of $825,000 annually, and a net decrease in inventories of 
$10.9 million is reported. Seventeen retail points queried expressed 
satisfaction with the supply effectiveness of the Single Manager. Both 
Navy and Air Force retail points have reduced their requisitioning ob- 
jectives because of this adequate service. 


d. Petroleum. MPSA as a Single Manager has ex- 
perienced little increase in responsibility over its predecessor (the 
Armed Services Petroleum Procurement Agency), which had performed 
procurement for all services since 1948. There appears to be no 
question regarding the beneficial results of the single procurement 
arrangement, but the team report does raise the question as to 
whether improved control over requirements and distribution is being 
achieve i to the optimum degree. 


In summary the Single Manarer tcchnique has proved to 
be an important step forward in integrating supply management. 
Experience to date shows that for the commodities now under Single 
Managership centralization of responsibility for inventory control, 
procurement and distribution at the wholesale level is a source of 
definite economy. The degree of success for this technique appears 
to increase in commodities showing a higher degree of commonality, 
and among items with low military peculiarity. The major oppor- 
tunities have been exploited in the four Single Managers established 
todate, which represent over $2.25 billion annually in procurement. 
The area of office, household and hardware items appears to war- 
tant consideration for Single Manager status in the future. The 
Survey teams report that further advantages from the Single 
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Manager program can be obtained by increasing the effectiveness 
of the Executive Directors, as discussed in Part II. 


D. Point of Departure For This Report 


The studies completed by the Steering Group bring three points 
clearly into focus: 


? Consolidation of inventory management procurement and 
distribution functions among the military services is, at best, 
feasible for about half of the items in the military supply systems, 
but probably for no more than 25 percent if combatant-type items are 
excluded. Integration of common supply within this area of the Supply 
system can reduce inventory investment, transportation costs and 
facilities required. While these are desirable objectives, they must 
not be allowed to distract the attention of supply managers from the 
overriding consideration of providing effective supply systems in 
support of military missions. 


2. During the ten years since unification, significant accom- 


plishment has been made in (1) establishing Single Department Procurp. | 


ment arrangements covering about 75 percent of defense procurement 
dollars; (2) conducting cataloging and standardization programs which 
are indispensable to achieving the fullest practicable degree of inter. 
change among military supply systems; (3) setting in motion working 
level groups of the ISSC which operate from day to day in cross- 
servicing the assets available in military supply systems; and (4) 
establishing Single Managers in four commodity areas: food, clothing 
and textiles, medical, petroleum These steps have achieved in 
important measure the objectives cited by the Hoover Commission 
with respect to integrated supply in common commercial items, 


a. However, in each of the principal efforts to coordinate 
procurement and supply, 1t has been found that future progress should 
stress increasing our military readiness and achieving economies 
These goals can be accomplished through more efficient interservice 
utilization of assets; increasing the degree of commonality of items; 


obtaining greater consistency of practices in such matters as require- 


ments planning factors and cycles, stock levels, and distribution 
patterns; and achieving closer working relationships among the 
organizational elements concerned with the management of common 
supply, i.e., inventory control, procurement, distribution, and 
standardization. 
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committee Note: Part II of the report discusses the problems 


listed in the discussion at page 13 above. 


part III of the report deals with a proposed program of 
improvement . The major change proposed is the formation of a 
supply support center, based on the former Interservice Supply 
support Committee. The result of the recommendation was the 
armed Forces Supply Support Center, described in Appendix B, 
above. 

In addition, 10 action projects were recommended, divided 
into two categories of priority. 

"category A" projects are those which are placing the most 
apparent restrictions on the integration in the management of 
common supply, and those which may open the most immediate op- 
portunities for dollar economy without affecting combat readi- 
ness. 

"Category B" projects are those of such scope that more 
analysis is required to develop and test solutions in order 
to assess their workability and desirability. 

The projects are summarized as follows: 

1. Project A-l. Perfect the identification of items in 
the catalog, and accelerate the elimination of items showing 
minor differences, in order to increase the number of items 
eligible for use by two or more services (Project AIR). 

2. Project A-2. Examine all significant differences in 


stockage objectives among the services and adopt realistic and 
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consistent stock level factors whenever mission and weapon 
system requirements will permit. 

3. Project A-3. Examine all significant differences in 
retention levels established for stocks in long supply, ang 
adopt consistent policies covering quantities which should be 
released for interservicing and for disposal. 

4, Project A-4. Institute a system of recurring review 
of wholesale and retail distribution patterns which will pro. 
mote the continuous extension of cross-servicing arrangements, 

5. Project A-5. Examine the distribution of bulk and 
package petroleum products, and take immediate steps to obtain 
greater economies. 

6. Project A-6. Refine financial controls to encourage 
and facilitate desirable interservicing of assets. 

7. Project B-l. Adopt the procedures now followed by the 
Military Medical Supply Agency (MMSA) in requirements computa- 
tions as fully as practicable, for all Single Managers. 

8. Project B-2. Increase the effectiveness of Single 


Department Procurement Assignments by assuring maximum desir- 


able consolidation of orders and judicious use of local purchase | 


authority. 


9. Project B-3. Correct organizational and administrative 


problems which impair the effectiveness of Executive Directors 


of Single Manager operating agencies. 


10. Project B-4. Complete the studies required to determin, 


whether several "Commodity Management Centers" and possibly a 


sing] 
ing t 
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single Manager for general supplies should be established dur- 
ing the next several years. 


in Appendices A, B, and D of the report follow:7 
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APPENDIX A 


LIST OF PARTICIPANTS IN 
LOGISTICS SYSTEMS STUDY PROJECT 


Policy Board 
Chairman - Hon. Donald A. Quarles, Deputy Secretary of Defense 


OSD Members - Hon, Perkins McGuire, Assistant Secretary of 
Defense (Supply and Logistics) 
Hon, W. J. McNeil, Assistant Secretary of 
Defense (Comptroller) 
Hon, William H. Francis, Jr., Assistant Secretary of 
Defense (Manpower, Personnel and Reserve) 


Departmental Members - Hon, Fred A. Bantz, Assistant Secretary of 
the Navy (Material) 


Hon, Frank H. Higgins, Assistant Secretar, | 


of the Army (Logistics) 
Hon, Dudley C, Sharp, Assistant Secretary 
of the Air Force (Materiel) 


Steering Group 


Chairman - Hon, Perkins McGuire, Assistant Secretary of Defense 
(Supply and Logistics) 
Bureau of Budget Member - Mr. Paul Riley. Chief of Management and 
Special Analysis Staff, Military Division 


OASD(Comptroller)- Mr. Howard K. Hyde, Director, Fiscal Manage. 


ment Division 
OASD(H&M) - Colonel A, R. Cannon, MSC, USA, Military 
Assistant for Materiel 


OASD(MP&R) - Mr. Gus Lee, Staff Director, Office of Manpower 
Utilization 

OASD(S&L) - Mr. G. C. Bannerman, Director for Procurement 
Policy 


- Rear Admiral J. W. Boundy, Director for Suppl 


Management Policy 


- Mr. Glenn V. Gibson, Director for Planning and , 
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Steering Group (Continued) 
steeri*s = 


- Mr. Thomas D. Morris, Special Assistant to 
ASD(S&L) 

- Mr. Earl B. Smith, Director for Transportation, 
Communications & Petroleum Policy 

- Grayson Tucker, Director for Production Policy 


JCS - Major General G. O. N, Lodoen, USA, Deputy Director for 
Logistics, Joint Staff 


Army Members - Mr. Clarence Short, Special Asst. for Supply 
Management, Office of Assistant Sec. of Army (Lag. ) 
- Major General A. T. McNamara, The Quartermaster 
General 


Navy Members - Mr. Hugh McCullough, Deputy Director, Office of 
Analysis and Review 
- Rear Admiral R. J. Arnold, Chief, Bureau of 
Supplies and Accounts 
- Brig. General C. R. Allen, Office of the Quartermaster 
General, USMC 


Air Force Members - Mr. Max Golden, Deputy for Procurement and 
Production, Office of Asst. Secretary/AF (Materiel) 
- Major General C. J. Bondley. Jr., Director of 
Supply and Services, DCS/Materiel 


Survey Staff 


Director - Mr. Thomas D. Morris, Special Assistant to Assistant 
Secretary of Defense (Supply and Logistics) 


Members - 


Colonel Frank Bednarek, Petroleum Logistics Division, OASD(S&L) 

Colonel George S. Brewer, Chief, Systems Plans Division, Log. 
Plans, DCS/M. Hq., USAF 

Lt. Colonel Robert E. Dorsey, Chief, C&TU, Programs Office, 
OQMG, Department of the Army 

Mr. Nathan Brodsky, Staff Director, Research & Special 
Projects Division, OASD(S&L) 

Colonel Bryan C, T. Fenton, Executive Officer, Office of the 
Surgeon General, Department of the Army 

Mr, Edmund B. Gifford, Staff Assistant, Fiscal Management 
Division, OASD(Comptroller) 


41742 O—59——__35 
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Survey Staff (Continued) 


Mr. Cecil E. Goode, Special Assistant to the Assistant Secreta 
of Defense (MP&R) 

Mr. Theodore Graves, Special Assistant to Chief, Storage & 
Distribution Division, DCS/Log., Department of Army 

Lt. Colonel S. D, Low, Plans & Programs Officer, Supply 
Department, USMC 

Mr. Hugh McCullough, Deputy Director, Office of Analysis ang Nam 
Review, Department of the Navy 

Mr. Marshall A, O'Hara, Procurement Staff Officer, Coordinateg | Offic 


ry 


& Interdepartmental Procurement, Proc, Div., OASD(S&1) | St 
Colonel B. L. Pickett, Special Assistant to DCS/Log., 
Department of the Army Offic 
Mr. William H. Point, Chief, Planning & Utilization Branch, 
Cataloging Division, OASD(S&L) Offi 
Mr. Paul Riley, Chief of Management & Special Analysis Staff, 2 
Military Division, Bureau of the Budget. _ 
Captain E, Q. Stanley, Jr., Special Assistant to the Chief, Offic 
BuSandA, Department of the Navy 
Mr. Richard J, Sumner, Procurement Specialist, Coordinated& | Offic 
Interdepartmental Proc,, Proc. Div., OASD(S&L) 
Mr. William R. Thomas, 3rd, Budget Examiner, Military Offic 
Division, Bureau of the Budget 
Lt. Colonel John W, Trézise, Director, Supply & Services, Arm 
Headquarters, USAF, 
Colonel Leo G. Woerner, Chief, Subsisteate Programs Office Arm: 
OQMG, Department of the Army | 
; , ‘ Engit 
Executive Officer: Colonel Nicholas A. Sisak, Office of the Quarter- 
master General, USMC Ft. 
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APPENDIX B 


LIST OF LOCATIONS AT WHICH FACT FINDING 
WAS PERFORMED DURING PHASE I 


ARMY ACTIVITIES 


Name 


Office, Deputy Chief of 
Staff/Logistics 


Office, Quartermaster General 
Office, Chief of Engineers 
Office, Chief of Ordnance 
Office, Chief Signal Officer 
Office, Chief of Transportation 
Army Medical Depot 

Army Signal Supply Agency 
Engineer Supply Control Office 
Ft. Benning 


Major Item Supply Management 
Agency 


Market Center 
Market Center 


Military Clothing and Textile 
Supply Agency 


Military Subsistence Supply 
Agency 


Ordnance Tank Automotive 
Command 


Location 


Washington, D. C., 
Washington, D. C, 
Washington, D. C, 
Washington, D. C., 
Washington, D. C. 
Washington, D. C, 
Louisville, Ky. 
Philadelphia, Pa. 
St. Louis, Missouri 


Columbus, Georgia 


Letterkenny, Pa. 
Alameda, Calif. 


Richmond, Va. 


Philadelphia, Pa. 


Chicago, Ill. 


Detroit, Michigan 
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ARMY ACTIVITIES 


(Continued) 





Name Location 
Quartermaster Depot Philadelphia, Pa, 
Quartermaster Depot Richmond, Va, 


Quartermaster Food and 
Container Institute Chicago, Ill, 


Quartermaster Research and 


Engineer Command Natick, Mass, 
Schenectady General Depot Schenectady, N, yY, 
Second Army Headquarters Ft. George G. Meade, Mi 
Sharpe General Depot Stockton, California 
Third Army Headquarters Atlanta, Georgia 


Transportation Supply and 
Maintenance Command St. Louis, Missouri 


NAVY ACTIVITIES 


Office of Naval Material Washington, D. C, 
Bureau of Aeronautics Washington, D. C, 
Bureau of Ships Washington, D. C, 
Bureau of Supplies & Accounts Washington, D. C, 
Aviation Supply Office Philadelphia, Pa, 


Bureau of Medicine & Surgery 
Field Office Brooklyn, N. Y. 


Clothing and Textile Office Brooklyn, N. Y. 


Name 
Crane 
Fourt 
Fuel ! 


Genet 


Inters 
Re 


, Milita 


Milita 
Naval 
Naval 
Naval 
Naval 
Naval 
Navy | 
Naval 
Naval 


Naval 


¢ Naval 


Naval 


Ships | 


sade, Md, , 


lia 
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NAVY ACTIVITIES 


(Continued) 


Name 
—— 


craney Island Terminal 
Fourth Naval District 

Fuel Supply Office 

General Stores Supply Office 


Interservice Supply Support 
Records Office 


Military Medical Supply Agency 
Military Petroleum Supply Agency 
Naval Air Station 

Naval Hospital 

Naval Hospital 

Naval Medical Supply Office 

Naval Receiving Station 

Navy Subsistence Office 

Naval Shipyard 

Naval Supply Center 


Naval Supply Depot 


‘ Naval Supply Depot 


Naval Supply Depot 


Ships Parts Control Center 


Location 

Norfolk, Va, 
Philadelphia, Pa, 
Washington, D. C. 


Philadelphia, Pa, 


Washington, D. C. 
Brooklyn, N. Y. 


Washington, D. C. 
Norfolk, Va. 
Charleston, S. C. 
Norfolk, Va, 
Brooklyn, N. Y. 
Treasure Island, Calif. 
Washington, D. C. 
Charleston, S. C. 
Oakland, Calif. 
Mechanicsburg, Pa. 


Norfolk, Va. 


San Diego, California 


Mechanicsburg, Pa. 











544 MILITARY SUPPLY MANAGEMENT 


AIR FORCE ACTIVITIES 





Name 





Deputy Chief of Staff/ 
Materiel 


Air Materiel Command 


Field Procurement Supply 
Office 


Gadsden Air Force Depot 
Hamilton Air Force Base 
Langley Air Force Base 

Mallory Air Force Base 

Maxwell Air Force Base 
Medical Supply Office 


Middletown Air Materiel 
Area 


Mobile Air Materiel Area 
Offutt Air Force Base 
Rome Air Force Depot 
Topeka Air Force Depot 


Wilkins Air Force Base 


Location 





Washington, D¢ 


Dayton, Ohio 


Middletown, Pa, 
Gadsden, Ala. 

Hamilton, Calif, 
Langely, Va, 

Memphis, Tenn, 
Montgomery, Ala, 
Brooklyn, N. Y, 


Middletown, Pa, 


Mobile, Ala, 
Omaha, Neb. 
Rome, N. Y. 


Topeka, Kans, 


Shelby, Ohio 


MARINE CORPS ACTIVITIES 


Headquarters, Marine Corps 
Marine Corps Supply Agency 


Marine Corps Recruit Depot 


Washington, D, ¢. 


Philadelphia, Pa. 


San Diego, Calif. 


| 
| 


| 


YY 
FY S57 Dollar Volume in Thouseande of Nallar«e 
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excerpt from "Logistics System Study Project, Plan of Study- 
phase II, Management of Common Logistics Services" of Febru- 


ary 25, 1958: 


| "gubject to be Covered 


Phase II studies will begin 3 February 1958 and run through 
15 June 1958. These studies will evaluate the coverage and 
effectiveness of the three transportation Single Managers 
(MATS, MSTS, MTMA) and will examine opportunities for expanded 
eross-servicing, or further integration in other common serv- 
ice areas such as terminal operations, motor vehicle management, 
geronautical depot maintenance, and surplus property screening 
and disposal. Studies will also be made to determine the po- 
tentiality of detailed analyses in other areas such as procure- 
ment inspection, production equipment management, interserv- 
icing of logistics services at the retail level, map reproduction, 
and the Defense Supply Service. An evaluation will be made of 
cross-servicing of depot storage space. Possible consolidation 


of off-shore procurement offices has been suggested for study 


NO BE OCGAUVUWE 20° ees aeToetle\S 


and will be scheduled for inclusion in the overseas continua- 
tion of Phase I at which time this subject and the question of 
extending Single Manager ownership of depot stocks to overseas 
areas will be evaluated. At the time that this Phase I overseas 
project is planned, consideration will be given to a study of 


surplus disposal activities in overseas areas." 


tion 1 J@an. =—- 5U June. 


Other is Sales to FCDA. 


Value of Issues Estimated . 


4/ MMSA in Opera 


S/ 
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APPENDIX E,—Single Manager Assignment for Photographic 
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coPY 


17 Feb 1956 
EMORANDUM FOR ASSISTANT SECRETARY PIKE 


1. As I advised you on Wednesday, the Air Force is prepared to 
cooperate in every way to assure the success of the Single Manager 
plan in the areas assigned. We intend to work closely with the Army 
and the Navy in the areas where these services have been given single 
manger responsibility. 


2. In anticipation of the formal designation of the Air Force as 
the single manager in the photographic field, our people have spent «a 
great deal of time and effort in preparing a plan of operation. As 
ve progressed in working out our plan, a substantial question arose 
as to whether the photographic field should, as a practical matter, 
be covered into the single manager concept. 


3. We found that a very small percentage, namely 7.2% of all 
photographic items are common to two or more services. ‘This lack of 
comonness, a8 well as the very complex and technical nature of the 
items in the photographic field, is clearly demonstrated by the work 
of your cataloging people in the development of Group 67 (Photographic 
Iquipment). Frankly, while we were avare that a substantial portion 
of Group 67 covered items which were not common, we did not realise 
that the percentage of common items would be as low as it is. Although 
ve recognize that standardization programs may increase this percentage, 
ve do not envision any appreciable change because most military photo- 
graphic items must be developed to meet the peculiar requirements and 
conditions of the weapon systems of which they are a part. 


4. As you know, Department of Defense Directive 5160.12, dated 
11 January 1956, states as its purpose and objective the establishment 
of the single manager concept for common use items, which it defines 
as, "a class or category of items of commercial type, generally used 
throughout the military and civilian economies." Apart from the lack 
of comonness, I am sure we all recognise that the bulk of our photo- 
graphic materiel, used in such operations as reconnaissance and mapping 
(including recording of radar scope pictures), and recording gunfire 
anf rocket effect, among others, consists of unusual equipment having 
little or no relation to that used for civilian purposes. 


5. While we are prepared to undertake this assignment and seek 
the vhole-hearted cooperation of the other services therein, ve 
thought it advisable to bring the above matters to your attention at 
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thie stage. If, after further consideration, you agree with 
the photographic field does not come vithin the purview of 
celiiade-tiaataih. Aas ania wave an Gbidabhdn. We ectheeeds, 


ae 


assigament. In such event, ve will continue with our single 
procurement assignment and, together with the Army and Navy, 


apply the principles of the Interservice Supply Support Agreemen 
to achieve any possible economies in the photographic pe 


(Signed) Dudley C. Sharp 
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corr 


26 February 1956 


RI 
MEMORANDUM FOR THE ASSISTANT SECRETARY OF THE AIR FORCE (MATERIEL) 


guUBJECT: Single Manager Assignment of Photographic Equipment and 
Supplies 


As @ result of your recent conversations with Mr. Pike on the 
ss of this eommodity for Single Manager assignment, 
and your recent memorandum, my staff has examined the subject further 
and inclosed for your information is a copy of the study. 


In view of the points brought out by the inclosure, it is 
believed that we should go ahead with the assignment to the point 
of establishing the Administrative Committee and appointing the 
Executive Director and use the time we have, because of the cataloging 
poase, to investigate more fully the assignment of this commodity. 


As soon as this group can complete their study, we will reconsider 
the assignment based upon their findings. 


It is recommended that you establish the committee as soon as 
possible with a minimum staff and proceed along these lines. Colonel 
James H. Wallace, extension 79067, will be my representative on the 
advisory group and he is available to assist with the stuly. 


s/ R. C. lanphier, Jr. 
Deputy Assistant Secretary of Defense 
(Supply and Logistics) 


Inclosure - 1 
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JUL 17 1957 
MEMORANDUM FOR ASSISTANT SECRETARY OF DEFENSE (SUPPLY & LOGISTICs) 


SUBJECT: Single Manager Assignment - Photographic Equipment and Suppliss 


1. Reference is made te your memorandum dated 6 March 1957, subject 
"Report en Single Manager Assignments." 


2. In accordance with your request, there is inclosed a narratiy, 
report of actions taken to implement the provisions of memoranhm data 
12 July 1956 from the Deputy Secretary of Defense. This report will be 
presented orally to you during week of 22 July 1957 by the Acting Exe. 
tive Director. 


3 Conclusions reached in the inclosed report are essentially tie 
same as were presented in the 15 June 1956 report. This is a ema) 
commodity area as is evidenced by the fact that the average per year 
procurement for FY 55 and 56 was $41.4, million; for FY 57, 346. md. Lion; 
and the proposed FY 58 procurement is approximately §6.4 million, 
There is a relatively low degree of "common use." Less than 25% of 
the total line items in the Group are used by two or more services ani 
the technical nature of the commodity is evidenced by the high percentay 
of the dollars that were expended for equipment having specific militar 
application, average per year for FY 55 and 56 was 76%. This commodity, 
therefore, does not appear to fall within the definition of "common uss 
items" as stated in DOD Directive 5160.12, Jarmmry 31, 1956. 


Le In view of the above, and the facts as pointed out in the in 
closed report, it is recommended that: 


a. The single manager assignment for photographic equipment 
and supplies be withdrawm. 


b. The Air Porce contime with the single service procures 
assigment. 


ce. The principles of the Interservice Supply Support Agree 


contime te be applied in order to achieve any possible economies in th: | 


photographic area. 


(Signed) Dudley C. Sharp 


1 Inclosure 
Report 
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Vv 
n 
3 
ASSISTANT SECRETARY OF DEFENSE 
WABHINGTON 28.0. Cc. 


a 26, IV] 
een amicownce 


MEMORANDUM FOR THE ASSISTANT SECHETARY OF THE ATR FORCE( MATERIEL) 


SUBJECT: Single Manager Assignment for Photographic Equipment 
and Supplies * 


Reference is made to your memorandum of July 17, 1957, and 
to the briefing given by the Air Force.on the same subject on 
August 13, 1957, which recommended that: 


a. The Single Manager assignment for photographio 
equipment and supplies be withdrawn. 


>. The principles of the Interservioe@upply Support 
Agreement continue to be applied in order to achieve any possible 
economies in the area. 


6. The Air Force continue with the Single Service 
Proourement Assigument. 


With respect to the above recommendations, it is desired 
that the Single Manager assignment be continued in acccrdance 
with Deputy Secretary Robertson's nemorandim of July 12, 1956. 
This will require the Brecutive Director and the Administrative 
Comittee oontimuing in an active cagpoity. It will also require 
that considerable emphasis by the Administrative Cowmnittee and 
Commodity Coordination Group 9 he olaced in the areas of standar- 
disation and the improvement of existing distribution patterns. 
Further, the Air Force will continue with its Single Service 
Procurement Assignment. The immediate obfctives should be to: 


(1) Materially compress the schedule for standardisa- 
tion soreening of Federal Supply Group 67 now scheduled for 
completion in Marob, 1964. 

(2) Minimize the pacxaging cifferences, especially 
those of sensitized photographic paper, uow existing among the 
services. 

(3) Determine the extent to which the photographic 
equipment industry oan assist i: sta:dardization. 

(4) Ke-examine the perishability of photozrapnic 
supplies to determaine whether present shelf-life rete..tion limite 
ere realietic and whether standard oriteria should be established. 
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OASD(GAL), Subjects Single Manager Aseigment for Photographic 
Bquipment and Supplies 


(6) Re-exemine the reec for special cold and 
deolumidified storage for photograptio film anc paper. 

(6) Mxtend and formalize crose-servicing and 
savellisation agreements between activities. 


4s indicated at the briefing, this office is now undertaking 
comprehensive review of the entire Single ha-azer Byster, 
Pending the completion of this review, which ie expested about 
the beginning of the next calendar year, act‘on is being withheld 
em your recommendation for the withdrawal of this aesicment, 


Written reports indicating progress or the above wentionsd 

objectives should be forwarded to tris office ‘> accordance with 
orandum to the Secretary of the Air Force, dated June 26, 1967 
odibect: Reports on Bingle Manager Assigmente. . 


/s/ Perkins McGuire 
PERKINS MCGUIRE 
Assistant Secretary of Defense 
(Supply & Logistics) 


OCs 

Assistant Secretary of 
the Army (Logi stios) 

Assistant Secretary of 
the Bavy (Material) 


k  OFURENSES Gog BE 


5 


i 





2967, 
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(oR 


1, Reference is made te your mesorandm dated D March 1958, aub 
teport of Single Manager Assignment - Photographic Equipment and ad 


2. In accordance with your » there is inslesed a narrative 
repert of actions taken to further the provisions ef the above 
eporendiw. 


(Signed) Daley C. Sharp 


41742 O—59——36 
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DEPARTMENT OF DEFENSE 
bos ARMED FORCES SUPPLY SUPPORT CENTER 
: WASHINGTON 28, D.C. 


Q4 
canst February 18, 1959 


DC 


MEMORANDUM FOR ASSISTANT SECRETARY OF DEFENSE (SUPPLy 
AND LOGISTICS) 
MEMBERS OF THE ARMED FORCES SUPPLY 
SUPPORT COUNCIL 
MATERIEL SECRETARIES OF THE MILITARY 
DEPARTMENTS 


SUBJECT: Single Manager Assignment for Photographic Equipment Hi 
and Supplies PH! 


Transmitted herewith for your consideration is the Armed Forces 
Supply Support Center's report entitled "Analysis of the Single Manager 
Assignment for Photographic Equipment and Supplies." 


This study project was assigned and completed in response to a 
Memorandum from the Acting Assistant Secretary of Defense (Supply 
and Logistics) dated October 22, 1958. Copy of this Memorandum is 
attached as Tab A of the report. 


The Armed Forces Supply Support Center's recommendation is 
that the Single Manager Assignment for Photographic Equipment and 
Supplies be withdrawn. 


HERMAN C., HANGEN 
Director 


1 Inclosure 
Analysis of the Single Manager 
Assignment for Photographic i 
Equipment and Supplies 





1959 


nt 


ces 
lager 


ply 


ANALYSIS 
of the 
SINGLE MANAGER ASSIGNMENT 


for 


PHOTOGRAPHIC EQUIPMENT AND SUPPLIES 
2. 


Armed Forces Supply Support Center 


AFSSC Analysis Staff Study Project 59-1 


February, 1959 
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PURPOSE OF STUDY 


The Assistant Secretary of Defense (Supply and Logistics) in a letter 
tothe Armed Forces Supply Support Center on October 22, 1958, 
| guthorized this study: 


...to develop final conclusions and recommenda- 
tions in regard to retaining or withdrawing the 
Single Manager Assignment for Photographic 

nts, Equipment and Supplies.... 


Final conclusions and recommendations are 
to be submitted to the Armed Forces Supply 
Support Council and the Materiel Secretaries 
Council. 





Supplies on February 17, 1956. 
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BACKGROUND 


The Secretary of Defense assigned to the Secretary of the Air Force 
the Single Manager responsibility for Photographic Equipment and 
The Secretary of the Air Force Subse- 
quently appointed an Executive Director, and the Administrative Com. 
mittee was established in March, 1956. However, the Single Manager 
assignment has never been fully implemented. Policies for implementa. 
tion of Single Manager assignments are set forth in DoD Directive 5160, 12, 


Since the assignment in 1956, this Single Manager commodity area 
has been the subject of various actions and reviews. 
chronology of significant events prior to this analysis: 


February 17, 1956 


The Air Force was assigned Single Manager responsi- 


bility for Photographic Equipment and Supplies. 


February 17, 1956 
The Air Force requested reappraisal of the assign- 


ment due to lack of commonness in the Photographic 
requirements among the Military Services. 


February 26, 1956 
The Assistant Secretary of Defense (Supply and 


Logistics) requested the Air Force appoint an Executive 
Director for this Single Manager assignment and that 

a study of the problem be made by the Executive 
Director's Administrative Committee representing 

all Military Services and the Office of the Assistant 
Secretary of Defense (Supply and Logistics). 


June 27, 1956 

The Administrative Committee recommended that 
this Single Manager assignment be held in abeyance 
until the Federal Catalog and Defense Standardization 
Programs achieved more "common use" items. 


The following is a 
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ply 12, 1956 
The Deputy Secretary of Defense decided: 

1, The Single Manager assignment should 
remain active. 
2. Full implementation should be held in 
abeyance. 
3, Continued effort should be made to improve 
catalog conversion, standardization, and distri- 
bution. 


4, Re-examination of the assignment would be 
made in January, 1957. 


November 20, 1956 
The Office of the Assistant Secretary of Defense 


(Supply and Logistics) extended the re-examination 


date to July 1, 1957, 


July 17, 1957 
The Air Force recommended: 
1, The assignment be withdrawn, 
2. Single Department Procurement continue. 
3. Interservice Supply Support continue. 


August 26, 1957 
The Assistant Secretary of Defense (Supply and 


_ Logistics) agreed to withhold full implementation and 


a ae —— 


that action on the withdrawal would be withheld pending 


acomprehensive review of the entire Single Manager 
System. 


December 20, 1957 


The Department of Defense Logistics Systems Study 
Project recommended: 

1, The assignment remain in its present state. 
Due to complexity of the Photographic area, it 
was not possible to arrive at a firm conclusion 
respecting the validity of the assignment. 
2. The Executive Director be located at Hq., 
Air Materiel Command, and he develop a long- 
range plan for physical location of departmental 


requirements planning and standardization staffs 
at Hq., AMC. 
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July 15, 1958 
The Air Force recommended: 


1. The assignment be withdrawn. 
2. Single Department Procurement continue 
3. Interservice Supply Support arrangements 


Feder 


be exploited. includes | 

6710S 

October 22, 1958 Ir 
The Armed Forces Supply Support Center was 6720 «C 
requested to analyze the commodity area and develop | : 


final conclusions and recommendations concerning 
retention or withdrawal of the Photographic Single | om 
Manager Assignment. 

6740 
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THE COMMODITY AREA 


Federal Supply Group 67, Photographic Equipment and Supplies, 
includes eight (8) different Federal Classes: 


6710 


6720 


6730 


6740 


6750 


6760 


6770 


Cameras, Motion Picture 
Includes Aerial and Mapping Cameras. Excludes Television Cameras. 


Cameras, Still Picture 


Includes Aerial, Mapping, Microfilm, Photocopy, and Studio Cameras. 
Excludes X-Ray Cameras. 


Photographic Proj ection Equipment 


Includes Screens, Viewers, Photomap Projectors. 


Photographic Developing and Finishing Equipment 
Includes Editing Equipment, Enlargers, Driers, Pressers, 
Printers, Washers. 


Photographic Supplies 
Includes Sensitized Paper, Special Purpose Photographic Chemicals, 
Unprocessed Film, Photoflash Lamps, Excludes X-Ray Film. 


Photographic Equipment and Accessories 

Includes Light Meters, Tripods, Filters, Rangefinders, Photo- 
graphic Floodlight Fixtures, Lenses, Specialized Photographic 
and Test Equipment. Excludes Lamps (Bulbs). 


Film, Processed 
Includes Motion Picture Film, Silent and Sound, Still Picture Film, 


Excludes X-Ray Film, Training afd Educational Film, Processed 
Microfilm. 


Photographic Sets, Kits, and Outfits 
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The Photographic Equipment and Supplies commodity area Constity 
a management order of magnitude, generally speaking, as follows. - 


| Each 

Items 35,801 | own req 

| characte 

Inventories (Wholesale, weapons 
November 1, 1958) $149, 3 Million 

Prost 

FY 1958 Wholesale Issues Single D 

and Sales $ 45.6 Million | ment re! 

Force 18 

FY 1958 Procurement $ 27.2 Million aad 

’ : the Air 1 

The items in this commodity area are primarily technical items Request) 

integral to or intimately related with weapon systems, combat evaly. formity 


ation, and reconnaissance. These technical items are used with procure? 
aircraft and missiles for purposes such as recording gunfire and rocky | ment, pé 
effect, mapping, evaluation, and reconnaissance. The commodity rang} common 
also includes equipment of a scientific nature for purposes such as | consolidi 
photographing and recording oscillography tracings, and photography wherein 
by electronic means. 


Mobil 
Commercial items, defined as items manufactured for civilian use working 
and acceptable for military purposes without modification, are also ee 
included in the photographic commodity range. Certain commercial. -_* 
type items are obtained in sizes and “ackaging not encountered in the The h 
commercial photographic trade. of Photo} 
: ‘ ; ‘ Services 
Of the 35,801 items in this commodity area, 10,542 items are wholesal 
commercial in nature. 
Army 
Of the $149.3 million inventory, $14.2 million is for commercial 
items. Of these commercial items, $5.8 million are in the inventory 
of Class 6750 (Supplies). 
7: 


Technical items in the inventory are valued at $135 ! million. Of 
these technical items, $95.3 million are integral to or asso: iated with 
weapon systems. 
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SYNOPSIS OF CURRENT OPERATIONS 


Each Military Service establishes the need for and computes its 
own requirements for Photographic Equipment and Supplies. Military 
characteristics of items required for combat evaluation, reconnaissance, 
weapons systems, etc., are prescribed by the using Service. 


Procurement for Photographic items has been accomplished under the 
single Department Procurement Program for the past ten years, Assign- 
ment responsibility is set forth in DOD Instruction 4115.1. The Air 
force is the Assignee and effects Defense-wide procurements for equip- 
ment at Headquarters, Air Materiel Command, and for supplies at Rome 
Air Materiel Area (AMA). Services' net requirements are forwarded to 
the Air Force in the form of an MIPR (Military Interdepartmental Purchase 
Request). Services conduct periodic meetings to insure maximum uni- 
formity in type of photographic equipment to be purchased and “oordinate 
procurement schedules. Due to peculiarity of airborne end item equip- 
ment, possibility of combining requirements seldom occurs. Item 
commonality is greater in ground equipment and requirements are 
consolidated when practicable. Procurements of photographic supplies 
wherein commonality is high are normally combined semiannually. 


Mobilization planning is accomplished jointly by the four Services 
working with industry through the Single Department Procurement media. 
There was no procurement for mobilization and industrial planning in 
Fiscal Year 1958. 


The Military Services each store, issue, and control their own assets 
of Photographic Equipment and Supplies. Since August, 1956, the 
Services have reduced their storage depots from 19 to the 10 following 
wholesale storage points: 


Army - 4 


Signal Supply Centers at Tobyhanna, Pennsylvania; Lexington, 
Kentucky; Decatur, Illinois; and Sacramento, California. 


Navy -2 
Naval Supply Centers at Norfolk, Virginia, and Oakland, 


California. 
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Air Force - 2 
Mobile AMA, Alabama - Equipment; 


Rome AMA, New York - Supplies. won’ 

be acc 
Marine Corps = ( my 
Supply Centers at Albany, Georgia, and Barstow, a - : 
California. - - 

of s1ze 
In Fiscal Year 1958, of a total procurement of approximately $27,2 a: 
million, $11.3 million, or 42%,were direct shipments from vendors : vl 

bypassing the wholesale storage points, to users or air vehicle manu. curre 
facturers. ie 
: . . ; Program 
Each Service accomplishes depot level repair of its photographic ay ot 

| 2a 


equipment either through its own "in house" capability, cross seryic;,, | 

or commercial contract depending upon peculiarity of the technica] _ FSC 

equipment and Service capabilities. Technical instructions, many of Close 
which are interservice coordinated, are published and distributed |? 
each Service to guide field activities in organizational and field-leye| 6710 


maintenance. 720 
; i ; | 6730 
Federal Cataloging and conversion of all items has been effected, 6740 
The AIR (Accelerated Item Reduction) Program is being applied to the 6750 
Photographic area. $760 
| : 6770 
The AIR Program consists of the following three steps 6780 
Step 1 - Item Status Coding ~ Wherein the DOD central Initial 


repository of individual item knowledge is greatly expanded through technical 
obtaining "item status" information from the departments relative complete 
to (1) Cataloging respousibility, (2) Inventory management responsgi- defies a 
bility, (3) Supply status, anc (4) Standardization status. details. 


tep 2 - Catalog Cleanup - Wherein cataloging errors which The In 


have crept into the system will be corrected, and stock numbers for -ommodit 
which there are no longer "users" will be eliminated. Group Nii 
ship is Cu 
On an inte 
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Step 3 - Inventory Cleanup - Wherein reductions in the 
umber of items being maintained in the military supply systems will 
ye accomplished through (1) eliminating items no longer required, 

(2) consolidating items with minor differences which do not affect 

a end use, (3) eliminating multiple items where a standard item has 
yen selected, and (4) reducing the varieties of types and the number 
of sizes of items maintained. 


Step 1 was completed November 14, 1958. Steps 2 and 3 are 
currently being scheduled. 


Standardization of items is effected under the Defense Standardization 
Program. Currently, 180 projects are assigned and active. Standardi- 
ation assignees by class are as follows: 


FSC Agency to which 

Class Nomenclature assigned 

6710 Cameras, Motion picture Army, Signal Corps 
| 6720 Cameras, Still picture Air Force, MOAMA 

6730 Photo. Projection Egqpt. Navy, BuShips 

6740 Developing & Finish. Eqpt. Army, Signal Corps 

6750 Supplies Navy, BuAer 

6760 Eqpt. & Accessories Air Force, MOAMA 
470 Film, Processed Air Force, MOAMA 

6780 Sets, Kits & Outfits Air Force, MOAMA 


Initial item review (simplification) is 90% complete for end items, 
technical item analysis is 10% complete, and specifications are 30% 
complete. Other projects such as handbooks and engineering practices 
studies are approximately 10% complete. Refer to Tab B for further 
details, 


The Interservice Supply Support Program for the Photographic 
commodity area is under the cognizance of Commodity Coordination 
Group Nine (CCG-9), which was established in August, 1956. Chairman- 
ship is currently assigned to the Air Force at Mobile AMA, Alabama. 
Onan interservice basis, CCG-9 works to achieve the maximum utili- 
zation of DOD assets, minimize procurements, improve distribution 
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patterns, promote standardization, conduct catalog reviews, anqg 
improve management between the Services where practicable. Since 
September, 1956, and through October, 1958, interservice transfers The 
of approximately $2.6 million were effected by CCG-9. To safeguard has de 
against purchase when any interservice assets may be available, CCG.» to the 
requires that each purchase request or military interdepartmenta] 
purchase request be prescreened and bear a statement thereon that 
required DoD interservice screening has been accomplished. CCG-.9 
has conducted a catalog review of the items in the Photographic com. 
modity area. 10,138 items were manually reviewed; of these, 2,927 
items were recommended for inactivation, 1,867 items were confirme 
or determined to be common, and cross-reference was established on 
91 items. 
No 
In Fiscal Year 1958, Photographic materiel having an acquisition The co 

cost of $20.4 million was processed for disposal. on its « 

The 
graphi 
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Class 


6710 
6720 
6730 
6740 
6750 
6760 
6770 
6780 
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SINGLE MANAGER CRITERIA 





The Department of Defense in cooperation with the military services 
has developed criteria for determining the amenability of commodities 
to the Single Manager technique. There are four specific criteria 


1. Sufficiently large number of items. 

2. High degree of commonality or of potential increased 
commonality. 

3. Inventory and sales large enough to give potential 
for substantial economy. 

4. Acquisition and sale of stocks susceptible for stock 
fund financing. 


No specific weights are placed on each criteria, nor need all be met 
The commodity area under consideration must receive attention based 
on its own specifics and peculiarities. 


The pertinent data related to each of the above criteria for the Photo- 
graphic commodity area is analyzed in the ensuing paragraphs 


1. Sufficiently large number of items in commodity area. 


a. The complete Federal Supply Group 67 Photographic Equip- 


ment and Supplies is under consideration for the Single Manager 
assignment. It consists of the eight Federal Supply Classes previously 
enumerated. The total item quantity is currently 35,801 different 
items spread throughout all eight classes. 


b. The numover of separate items within each class and the 


inventory investment therein as of November 1958 is 


Class 





6710 
6720 
6730 
6740 
6750 
6760 
6770 
6780 





Items Inventory( Millions) 

Quantity Percent Value Percent 

Cameras. motion 3,243 9.1% $ 10.9 7.3% 

Cameras, still 492 18 2% 23.8 15.9% 

Projection Eqpt 4.570 12. 6% 1] 7.7% 

Devel. & Finish Egqpt 7,812 21 8% 9.7 6.5% 

Supplies 863 > 2% 9.2 6.2% 

Accessories 11. 36 31.7% ».3 52.4% 
Film, Processed 4 0.1% 02 nil 

Sets, Kits 399 i 1% 5.9 4.0% 








Total 35. 801 100.0% $149.3. 100 0% 
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c. Photographic items are primarily subject to central 


management within the Services' supply systems. 


Centrally Managed 


Locally Managed 


Items 
93.3% 
6.7% 
100. 0% 





Inventory 
99.2% 


- 8% 
100.0% 


d. Of the 35,801 items in the Photographic area, each 
Military Service's item interest in that total and its related inventory 
investment are: 


Military Services 


Air Force 


Army 
Navy 


Marine Corps 


Item Interest 


Quantity Percent 
22, 067 61.6% 
10, 185 28.5% 
6, 132 17.1% 

444 1.2% 


Inventory Investment 
(Millions) 

Value Percent 
ae 

$108.5 72. 6% 
zs. 14. 6% 
18,2 12.2% | 
-9 -O% | 
$149.3 100. 0% 


2. High degree of commonality or of potential increased commonality, 


usage (two or more Services using the same item). 


a. Of the 35,801 separate items, 2,704 items have common 


as the ''common" items. 


Class 
6710 
6720 
6730 
6740 
6750 
6760 
6770 
6780 





These are known 


The item commonality is 7. 6%. 


b. The item commonality within each class on a quantity 
and percentage basis is: 


Cameras, motion 
Cameras, still 


Projection Eqpt. 


Devel s & Finish. Eqpt. 


Supplies 

Eqpt. & Accessories 

Film, Processed 

Sets, Kits, Outfits 
Total 


Items in Items 
Class Common 
3, 243 353 
6,498 580 
4,570 376 
7,812 439 
1, 868 291 
11, 365 639 
46 12 
399 14 
35,801 2,704 


% Common 
Within Class 


10. 
8 
8. 
Se 

15 
3% 


26. 
3. 
. 6% 


7 


9% 


- 9% 


2% 
6% 


- 6% 


6% 
1% 
5% 





usage b2 


Class 


6710 Ca 
6720 Cz 
6730 P1 
6740 De 
6750 Su 
6760 Ex 
6770 Fi 
6780 Se 
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Item commonality data of the Military Services on a 


ci 
ysage basis is: 
Items Used By 
Individual Three or 
Different Services Two More 
os Items Only Services Services 
Class — SS OOS See 
5710 Cameras, Motion 3, 243 2, 890 303 50 
6720 Cameras, still 6, 498 5,918 546 34 
” 6730 Projection Eqpt. 4,570 4,194 348 28 
5740 Devel. & Finish. Eqpt. 7,812 7, 373 405 34 
stment 4750 Supplies 1, 868 1,577 210 81 
6760 Eqpt. & Accessories 11, 365 10, 726 600 39 
oem 4770 Film, Processed 46 34 12 0 
its 399 385 13 ] 
2. 6% 6780 a Ki 2. TA iniguaiamenes 
4. Of Total 35, 801 33,097 2, 437 267 
2.2% 
ot Individual Services Usage..... 92.4% 
Two Services Usage. .......--eeeeeceecees 6.8% 
ality, 
Three or more Service Usage .......-seeeeeceeccerces 0.8% 
on 
own 


'@ 


Item Commonality.... 


41742 O—59——37 


7.6% 
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d. Relating item commonality to the existing inventory 
investment of both active and inactive items presents the following 


picture: 


Applicable to Items Used B 


Inventory Individual Y 


Three or 
Total Services Two More 
Class Nov. 58 Only Services Service 
anne ——— —ee 2etvices 
6710 Cameras, motion $10, 894,154 $10,465,170 $ 354,307 ¢ 74,677 
6720 Cameras, still 23,798,412 21,001,754 2,780, 381 16,2 
6730 Projection Eqpt. 11,533,442 10,919,202 591, 370 22, 81 
6740 Devel. & Finish. 9,719,272 7, 950,183 1, 479,869 289, a» | 
6750 Supplies 9, 205, 489 6, 342,045 1,772,648 1, 090, 7% 
6760 Accessories 78, 256,896 74,019,728 4,191, 320 45, 843 
6770 Film, processed 23, 338 21, 385 1,953 
6780 Sets, Kits 5,929, 140 5, 702, 122 227,018 
eee OS SS 
Total $149, 360, 143 $136, 421, 589 $11, 398, 866 $1, 539, 683 | 
Individual Services Usage......... 91.4% 
TWO Services VSO. cor ETRE eT eS 7.6% 
SMEOS OF TOTS. GESVICS WOORS: i. 6.6.0.0 6 6.0 0.0 669.059.0400 06:5604 cee 1,034 
Investment Commonality ........ 8.6% 
f. Relating item commonality to the procurement program 


reveals that for Fiscal Year 1958: 


Dollars (Millions) Percent 
Total Procurement $ 27.2 100% 
Expended for Individual 
Services peculiar items 14.6 53% 


Expended for Common 
Items 12.6 47% 


g 
Fiscal * 


Class 


6710 Ca 
6720 Ca 
6730 Pr 
6740 De 
6750 Su 
6760 Ec 
6770 Fi 
6780 Se 


Of 


or appr 
etc. }. 


3. 


econom 
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g Breakout of the above $12.6 million procurement for 
fiscal Year 1958 for common items is as follows: 


Common Item Procurement for 


| Individual Three or 
ee or Services Two More 
fore Class Only Services Services Total 
Vices i 
aes 4710 Cameras, motion $ 8,750 $ $ 1,392 $ 10, 142 
74, 677 | 6720 Cameras, still 1, 023, 243 96, 499 1,119, 742 
16, 277 $730 Projection Eqpt. 58, 458 285, 291 2, 037, 068 2, 380, 817 
22, 879 6740 Devel. & Finish. 23,196 243, 411 55, 420 322, 027 
289, 229 $750 Supplies 1, 365, 000 5,123, 000 2, 174, 000 8, 662, 000 
090,7% | (960 Eqpt. & Access. 82, 566 1, 321 83, 887 
45, 843 $770 Film, processed ---- ---- ---- ---- 
$780 Sets, Kits & Outfits 69, 732 69, 732 
Total $2,630,945 $5,749,522 $4,267,880 $12,648, 347 
539, 688 | 
% 20.8% 45.5% 33.7% 100% 
i 
Of the $12.6 million procurement for common items, $8.7 million 
or approximately 68% was for Class 6750 items (supplies, film, paper, 
etc. ). 
. 1.034 


3. Inventory and sales large enough to give potential for substantial 
economy. 


a. For the above determination, analyses are presented to 
reflect the order of magnitude of each of the Services as related to 
items, inventories, procurement, and sales in the Photographic 
commodity area. 
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Ce The Single Department Procurement for Fiscal Year 1958 
was as follows: 


Total Marine 
Procurement Air Force ey __Army _ Corps 

ass 5 SSS, SO p 
4710 $ 75,345 §$ 9,064 § 59,331 §$ 6,950 §$ 
6720 4,802, 694 1, 690, 766 2,625,556 486, 372 
6730 3,478,928 889, 460 796, 341 1, 789, 687 3, 440 
4740 2, 157, 250 586, 259 1, 187,479 383,512 
$750 12,828,000 7,040,000 2, 658,000 3,117,000 13,000 
4760 2,610, 231 1,927, 575 465,809 216, 847 
6780 1, 227, 889 69, 732 1, 158, 157 


— 
— 


total $27,180, 337 $12,212,856 $7,792,516 $7,158,525 $16,440 
4 100% 44.9% 28.7% 26. 34% 0.06% 


$11.3 million, or 42% of the above procurement was shipped 
direct to air vehicle manufacturers and users (estimated 10% supplies 
3nd 72% of equipment). 


The preponderant value of procurement was for material in 
7s¢ 6750 (film, paper, etc.) ... 47%. This was more than 2 1/2 
times the procurement value of any other photographic class. 


Currently, under weapon systems operations, procurement of 
photographic equipment for advanced air vehicles is an integral por- 


tion of the prime contract and not included in the above data. 


Procurement for previous years was as follows: 


FY 1956 $57.8 million 
FY 1957 46.8 million 
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d, Wholesale issues and sales for Fiscal Year 1958 in th, 


Photographic commodity area were (breakout by classes ig not 
readily ascertainable from Service records): 


Service Sales (Millions) Percent 
LL 





Air Force $ 34.3 75, 2% 
Navy 6.3 13.8% 
Army 4.7 10. 3% 
Marine Corps 23 0. 7% 

$ 45.6 100. 0% 


4. Acquisition and sale of stocks susce 





a. Current directives prescribe that a Single Manager wil] 
utilize stock fund management for acquisition and sale of the as- 
signed commodity. 





b. DoD Directive 7420.1 governing stock fund operations pre. 
scribes, among other things, that items under stock fund manage. | 
ment should: 


(1) have recurring demand to avoid stock fund invest- 
ment from becoming frozen. 


(2) generally, be items held for issue as differentiated | 
from capital investment or use. 


(3) normally have standard specifications. 
c. Each Service has implemented stock fund management for 


selected ranges of its items based on each Service's evaluation of 
criteria and suitability within its logistic operations. Within the 


ible to stock fund financiy, | 2 


photogr’ 
applicat: 


from stc 


Army 
Item 
Inve! 


Na’ 
Item 
Inve! 


Marine 
Item 
Inve 


Navy, @ 
48, 8%, 


| been ste 





in the 
Lot 


8 pre- 
nage 


it- 


ated 


nt for 


ion of 
1 the 


MILITARY SUPPLY MANAGEMENT 577 


photographic commodity area, the result of Service stock fund 
applications is: 


Air Force 
—— The Air Force has excluded its entire $108.5 million inventory 


fom stock fund management. 


Stock Nonstock 
Arm’ Funded Funded Total 
Items 9,242 943 10, 185 
Inventory $12.9 million $ 8.8 million $21.7 million 
| Navy 
Items 4, 303 5 829 6, 132 
Inventory $ 6.2 million $12 million $18.2 million 
Marine Corps 
~~ Items 431 13 444 
Inventory $ .8 million $ .1lmillion $ .9 million 


d. The total Photographic inventory investment of the Army, 


| Navy, and Marine Corps is $40.8 million. Of this, $19.9 million, or 


48.8%, .have been stock funded and $20.9 million, or 51.2% have not 
been stock funded. 
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COMMENTS AND CONCLUSIONS 


As pointed out in the OASD(S&L) memorandum which established criter} 
for the Single Manager program, no specific weights can be placed on these 


criterfa and not all need be met in order for an assignment to be made. 
Each commodity area must receive attention based on the peculiarities of 
that commodity. A determination must be made based on whether, in toto 
integration through a Single Manager Assignment will produce an increase 
in efficiency and economy without a decrease in effectiveness. 


in the preceding sections. Deriving from that data, additional comments 
tests against the criteria, and related conclusions are now discussed. 


Re Sufficiently large numbers of items. 


a. The Group 67 Photographic commodity area comprises 
35,801 separate items. As used by the Services, 93.3% are cen- 
trally managed. ‘These centrally managed items comprise 99.2% 
of the inventory investment. 


b. Considerations such as: 


FY 1958 FY 1956 
Items 35,801 30, 828 
Inventory $149, 300,000 $193,548, 556 
Procurement $ 27,200,000 $ 57,800,000 
Sales and Issues $ 45,600,000 $ 75,488,234 
Wholesale Storage Points 10 19 


did and do make the Photographic commodity area conducive to 
evaluation for Single Managership. 


c. Although not pertinent to the specifics of the final determi- 
nation for Photographic Single Managership, this commodity area com- 
pares generally as follows(in round figures) with other Single Managers: 
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Inventory Procurement Sales 
Items (Millions) (Millions) (Millions) 
photographic 35,800 $ 149 $ 27 $ 45.6 
Clothing 33,327 1,836 247 268.0 
Medical 7,684 318 50 63.1 
subsistence 1,689 96 682 698.0 
1, 300 506 1,200 1,000 
sriteri, Petroleum 
n these | CONCLUSION 
—_——ee 
le, 
es of Considering the total number of items in this group, the 
n toto, Photographic commodity area was and is sufficiently large, item- 
Tease wise, to consider it for Single Manager Assignment. 
| 2. High degree of commonality or of potentially increased commonality. 
Dre sente 
nents, a. A-key point in the establishment and subsequent course of 
i. actions in this Single Manager Assignment has been and is the issue 
of "item commonality." 
| b. Upon assignment in February, 1956, the Federal Catalog 
& R6 Report as of December, 1955, reflected: 
Items Common Percent 
30, 828 1,099 3.6% 
Currently the situation is: 
Items Common Percent 
35,801 2,704 7.6% 
termi- 
com- 


gers: 
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c. At the time of assignment, the Services were employin, 
their own item stock numbers and still submitting item identifications 
for processing in the Federal Catalog System. Conversion to 
Federal item identifications and stock numbers for Photographic 
items was not accomplished until: 


December, 1956 Army 
May, 1957 Air Force 
June, 1957 Navy, Marine Corps 


d. Estimates of potential commonality on an item’ basis at the 
time of assignment in 1956 varied widely with some as high as 50%. 
Variance was due to lack of specific data and different measurement 
points of view such as tow or more users of items, end items pri- 
marily, commercial item similarity, Class 6750 influence, or the 
procurement base. 


e. Now, three years after the assignment with new item 
imputs, item drop outs, catalog reviews, standardizatior actions, 
Single Manager emphasis, and other improved interservicing 
techniques, item commonality nets out as follows: 


(1) 2704 items out of 35,801 are common -- 7.6% 
(2) Military Service interest is: 


FY58 
Items Inventory Procuremey 
35,801 $ 149.3 million $ 27.2 millia 
Noncommon Items 
Individual Services 92.4% 91.4% 53% 
Common Items 
Two Services 6. 8% 7.6% 47% 


Three or more Services 0.8% 1.0% 
100.0% 100.0% 100% 
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.g f. The greatest commonality considering (items, inventory, 
ions and procurement) in the Photographic area is in Class 6750 
(supplies, film, paper, chemicals, etc.) 


Items Inventory (Millions) 


class 6750 1, 868 $9.2 
amen 291 $ 2.9 


%, g- Of FY 58 total $27.2 million Photographic area Single 
Department Procurement, $12.8 million, or 47%, was for 
Class 6750. 


h. Of the $12.8 million Class 6750 procurement, 
$8, 7 million or 68% was for common items in the class. 


:, i. Approximately 90% of the items and approximately 
$5.8 million of the inventory in Class 6750 have commercial 
application. 


CONCLUSION: 


On the criteria of item commonality, Group 67 lacks 
significant item and inventory commonality to warrant realign- 
ment of Service supply systems and customer support operations 
through a Single Manager. 


urement 


2 milling 
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3. Inventory and sales large enough to give potential for 


substantial economy. 


a. Summarized inventory and sales data are: 





Inventory (Millions) Sales (Millions) 

ST 
Air Force $ 108.5 72.6% $ 34.3 75.29 
Army Beet 14.6% 6.3 13.9% 
Navy 18.2 12.2% 4.7 10. 3% 
Marine Corps 9 . 6% 3 . 6% 
$ 149.3 100.0% $ 45.6 100. 0% 


b. 91.4% of the $149. 3 million inventory or $136.4 million 
comprises noncommon items in the requirements and distribution | 


management systems of the individual Services. 


c. 63% of the $149. 3 million inventory or $95. 3 million 


is integral to or associated with weapons systems. 


d. 90.5% of the $149. 3 million inventory comprises 


technical items with military characteristics unrelated to commercia 


items. 


e. The Air Force owns 72.6% of the inventory investment 


and transacts 75.2% of the dollar Sales and Issues volume. 


However, 
the Air Force item interest is widely dissimilar to the interests of 


either the Army or the Navy. The majority of Army and Navy items 


are also technical and not in common with the Air Force or each 


other. 
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f, Further, due to changes in weapon systems concept, 
the management magnitude of the Photographic area is under- 
going change as indicated by the declining inventory and procure- 


ment. 


CONCLUSION: 
aE 


The current, although declining, inventory and sales are 
relatively ree enough for Single Manager Assignment. However, 
as to a potential for substantial economy of better management of 
inventories resulting therefrom, a profitable base for the Single 
Manager to exploit does not exist. Any increased effectiveness 
and economy is severely limited due to the parallel and extremely 
predominate composition of technical items (90. 5% of inventory) 
and noncommon usage (91. 4% of inventory) among the Military 
Services. Multiple management would be introduced and of 
necessity superimposed on the technical item requirements and 
distribution functions of the Services. 


4, Acquisition and sales of stock susceptible to stock fund 
financing. 


a. A percentage overview of the Services' current decisions 
on stock funding the Photographic items and inventory is as follows: 


Stock Fund Non-Stock Fund 
Items $ Inventory Items $ Inventory 
Air Force No items stock funded 
Army 90.7% 59.5% 9.3% 40.5% 
Navy 70.2% 34.1% 29.8% 65.9% 
Marine Corps 97.1% 88.9% 2.9% 11.1% 


b. The Air Force has not stock funded any items in the 
Photographic area, It maintains reservations on stock funding as a 
management principle and considers that Photographic items are not 
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appropriate stock fund items for reasons such as: 


(1) aerial photographic items are normally funded ag a 
part of the weapon system contract and such items are 
installed by the contractor. 


(2) backup aerial photographic items should not be stock 
funded as they are intended for future installation. 


(3) aerial photographic items become obsolete rapidly 
because of advancimg technology and resultant engineering 
reappraisals. 


(4) ground photographic items are generally capital 
nonconsumable-type items with slow turnover mitigating 
against practical stock funding. 


c. Although the Air Force has not stock funded Class 674 
either, it does generally appear to be susceptible for stock fund 
financing. However, Class 6750 within the Air Force is 4.1% 
of the inventory valued at $4.8 million out of a total Air Force 
inventory of $108.5 million. 


d. The Army has included 90.7% of its items but excluded 
40. 5% of its inventory investment. 


e. The Navy has included 70. 2% of its items but excluded | 
65.9% of its inventory investment. 


f. Marine Corps has included 97.1% of its items but 
excluded 11.1% of its inventory investment. 


g- The Army, Navy, and Marine Corps total Photographic 
inventory investment is $40.8 million. Of this $19.9 million or 
48.8% has been stock funded and $20.9 million or 51. 2% has not 
been stock funded. 
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h. Significant reductions in assets as Wipe Oa 
imate $20 million processed for disposal in Fisc: 
a, additional approximate $17 million now availab © 
oy aoe sal are not-conducive to solvent stock fund financing. 
er veas 1958 disposals ran close to 45% of sales. 
i 


CONCLUSION: 
——————— 


Stock fund financing of stocks is susceptible ee = 
oe i ‘his i mino 
ies of the Photographic commodity area. This is e se weno 
se items and inventory investment. Predominate A : 
ae Te eacwey investment is not susceptible to ane ee 
j i technic : 
. derance of project items, 
: i e to preponder a 
eee caabesdiil demands, high replacement costs, 
rate of C , 
low commonality. 
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5. Consolidation of wholesale inventories. 

2 To determine if consolidation of both common and noncommon 
item wholesale inventories would eliminate unnecessary multiple Storage 
in the same geographical area and minimize cross and back hauls, a styg 
was made in 1957 of the photographic distribution complex on the west , 
coast. In this area, the following depots operate: 

Army - Signal Supply Center, Sacramento, California 

Navy - Naval Supply Center, Oakland. California 

Marine Corps - MC Supply Center, Barstow, California 

An Ad Hoc committee of all Services surveyed the distribution 
pattern to determine if any advantages or economies could be achieved 
through consolidation of the depot complex for Photographic distribution 


functions. The following particulars pertained: 


(1) Army facility supported eight western states and over- 
seas activities through San Francisco Bay ports. 


(2) Navy facility supported ships and bases on west coast 
and Pacific Ocean area. 


(3) Marine Corps facility support Fleet Marine Forces and 
installations in the western United States. 


(4) Each depot is located in line with their port facilities, 


(5) Essential data was (data in $ millions): 


Army Navy MC Total 
Total Depot Inventory $415 $8 36 $ 99 $1, 350 
Photographic Inventory 6.5 9 3 15.3 
Photographic Issues Le 2.7 .09 4.4 


% of Photo Volume to Depot Volume 


1. 2% - 53% 7.9% . 69% 
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(6) Photo operations at each dept were integrated within 
other depot functions, facilities, and overhead. Manpower 
requirements for Photographic supply and maintenance 
functions were 44 direct manyears total at all 3 depots. 
Navy hed no maintenance capabilities. Each Service 
possessed varying technical requirements. Consolidation 
would have effected a net reduction of approximately 7 sup- 
ply personnel and required approximately 3 to 5 additional 
maintenance personnel. 


(7) Consolidated storage requirements for space was 
750,000 net cubic feet general covered and 50,000 net cubic 
feet of refrigerated space. No one facility had this within 
existing capability. Modification or construction costs were 
required with the lowest estimate being $130,500. 


(8) First destination transportation possible reductions were 
offset by increased costs or control over second destination 
movements to using activities which could not be consolidated. 


(9) Since the volume of business for Photographic consoli- 
dated storage was a minute portion of each depot's activity 
(0. 7% of all depots' volume), the net findings were that no 
significant economies would be achieved in considering only 
the distribution of Photographic items. 


(10) A proposed test of the Norfolk, Virginia area was ter- 
minated due to lack of volume and commonality of items 
stocked. 


b. The Air Force stores its supplies at Rome AMA, New 
York, adjacent to the procurement sources and has its inventory man- 
agement for equipment at Mobile AMA, Alabama. 


c. The Single Manager would be dependent upon existing 
storage space and manpower resources of the Services for storage and 
distribution of wholesale assets. Any appreciable savings in either are 
,ot evidient due to integrated operations of existing depots handl:ng 
Photographic items, the low volume of common items, and the estab- 
lishment of dual management over a high percentage of technical and 
noncommon items. Consolidations would require some reallocations 


41742 O—59 38 
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of space and some refrigerated space considerations. Any possible 
savings on <ross haul o1 back haul would primarily apply to common 
items which are not that substantial. The bulk of the materiel is 
peculiar and technical and not subject to economies through consolj- 
dated storage. Stocks are presently placed by each Service to pro. 
vide effective and economical service to its using forces. 


CONCLUSION: 


The low volume of common business and the current distriby. 
tion facilities and patterns established by the Services to serve user Pipe. 
lines render marginal any consideration for singling out the consolidated 
warehousing benefits of only Photographic items. 


6. Single Department Procurement. 


a. The criteria test that Single Manager procurement, con. 
tract administration, and inspection will increase efficiency and 
economy and improve relations with affected industry is an in-being 
accomplishment through Single Department Procurement for Photo. 
graphic items. 


b. Logistics Systems Study Project, Report of Team No, 3p, 
December, 1957, reviewed this operation. It concluded that the 
Single Department Procurement for the Photographic commodity 
area was operating satisfactorily in the sense that the customer 
agencies are generally receiving their requirements at a reason- 
able cost, within a reasonable time, and without an unreasonable 
amount of technical and administrative difficulty. 
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Analysis of sample procurements in collaboration with the Hg. , 
AMC, and Rome AMA staffs lead to the conclusion that about 

$2 million per year is being saved by consolidation of require- 
ments and by other improvements in contract arrangements made 
possible by placing contracts through a single staff of specialists. 


c. AMC has progressively absorbed the procurement 
responsibilities and reduced operating costs by using its normal 
staff of administrative, judicial, procurement, production, contract 
;dministration, and inspection personnel. Procurement of equipment 
for all four Services is effected on a scheduled basis where feasible. 
Semiannual meetings are held to promote maximum uniformity in 
type of photographic to be purchased from industry, to coordinate 
procurement schedules, and to resolve problems. Planned deliv- 
eries and consolidations are effected where practicable. The 
central procuring activity does insure and amend shipping instruc- 
tions to control flow of materiel from industry to using Services in 
order to realize lowest possible transportation costs. It does not 
dictate delivery schedules to other departments as military neces- 
sity is the governing factor im determining delivery time. In case 
of supplies, shipments are consolidated in area of origin and/or 
on the basis of proximate destinations. Prior to procurement 
initiation, AMC makes a final check of all Services to determine 
ifthere is any other buy requirement involved. Prior to this action, 
the requiring Service checks under the CCG-9 procedures to deter- 
mine if assets from another Service are available before submitting 
its procurement requirement. All purchase requests and MIPR's 
must bear a notation that required DoD interservice screening has 
been accomplished. 


d. In the Photographic commodity area, commonality does 
not have a direct or overriding impact on the effectiveness of pro- 
curement support as developed under the Single Department Pro- 
curement Program with Services coordination and the compact 
industry relationships. 
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CONCLUSION: 


The procurement, production, and inspection functions as 
presently operating under Single Department Procurement offer 
little, if any, potential to justify creation of a Single Manager 
organizztion. 


ie Other Significant considerations 


a. Miulitary photography weds itself to the operational, 
weapons, reconnaissance, and combat evaluation needs of each 
Service. Consequently, the military characteristics for Photo. 
graphic equipment must be prescribed by the using Services, 
Research, design, and technological advances in arms and equip. 
ment are constant pressures in the determination of what is needy 
Only the requiring Service is in a position to match-merge the 
technological advance rate with the obsolescence rate on existip- 
equipments. The Single Manager's inabilities in these critic; 
decisions render -him dependent on the Services mobilization, 
stockages, and support operations in peace and war. 


b. As only about 7.6% of the items and 8. 6% of the inventoy 
are common and used jointly by two or more Services, the Single 
Manager would be limited to his ability to analyze gross require. 
ments of the individual Services against his wholesale stocks to 
determine net requirements. As the Services control the military 
characteristics and requirements for their operational items, in 
effect their gross requirements are the Single Manager's net re- 
quirements in this commodity area. Requirements input stems 
from integrated Service Program and Status data which each Servic 
would have to generate, compute, and review. Centralized require. 
ments within this Single Manager area are not feasible due to the 
high technically and peculiarity of the items. A substantial 
quantity of the items are spare parts used in repair, overhaul, 
and maintenance of equipment. They are tied in with the processin 
factors, repair cycles, wearout rates, and usage factors of the 
individual Services. 
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-. Maintenance considerations of a dissimilar nature than presently 

s tered by the established Single Managers are introduced. The 
mm equire and accomplish depot-level maintenance on their 
< : Tieeeshies equipments through in-house facilities, contract, 
poceliar iuicing. Duplication of facilities and personnel is not a 
= 20h cern due to low commonality factor inherent in the equipment. 
. om process now geared to each Service's technical and oper- 
™ Tas would be impacted by the Single Manager's requirements 
= , versee or control this function and establish return, storage, 
vr . roduction control, and reissue procedures. Modification 
one ; ty uipment, processing unsatisfactory and equipment failure 
— a tie-in with air vehicle production schedules are examples 
yin ae which the Single Manager must at least have cognizance of 
<= would not effectively control. 


d. Class 6750 possesses the highest degree of commonality, commerci- 
ali , turnover, and stock fund susceptibility. It should be considered in 
analyses in connection with the LSSP B-4 Action Project. 
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FINAL CONCLUSION 


The characteristics and magnitude'of the technical items enjoined 

with their noncommon usage among the Services in the Photographic 

commodity area is a decisive factor in determining whether the 

Single Manager assignment should be retained. The necessity of 

Services' control is manifest in determining item characteristics, SUPPLY AND LOG 

research, development, requirements, item usage,and operations % 

support. The lack of commonness together with item technicalities 

seriously delimits the Single Manager from exploiting any functional 

economy and effectiveness over present Service systems. The extent 

to which requirements computations can be improved, stocks consgolj- | SuUBJEC 

dated, inventories decreased and utilized, distribution patterns improve 

and net savings realized through a Photographic Single Manager are | 

marginal. Thi 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 


ed WASHINGTON 25, D.C. 
' Oct 22 1958 
surpcy AND LOGISTICS 
SS 
8 MEMORANDUM FOR THE DIRECTOR, ARMED FORCES SUPPLY SUPPORT 
al CENTER 
tent 
oli. | SUBJECT: Single Manager Assignment - Photographic Ecuipment and 
Supplies 
nproved, 
re 


This memorandum confirms the discussion on 17 October 1958 between 
| yourself and General Allen and Mr. Point of your office, and Lt. Colonel 
Trezise of this office, in which it was agreed that the Center would 
initiate a study on 20 October 1958 to develop final conclusions and 
recommendations in regard to retaining or withdrawing the Single Manager 
Assignment - Photographic Ecuipment and Supplies. The last position of 
the Single Manager on this matter is outlined in the attached memorandum 
from the Department of the Air Force, subject as above, dated 15 July 
1958, It is understood that this also represents the position of the 
other military services. 


Inasmuch as the Air Force proposal relates to a project of the Center 
(Project B-4, Recommendation 95) action has been deferred by this office 
pending the organization and staffing of your Analysis Staff. It is 
understood that the Center is now prepared to underta-:e this project. 
Lt, Colonel Trezise, of my staff, is available to assist the Analysis 
id Staff as required. 


Your final conclusions and recommendations should be submitted for 
approval to tae Armed Forces Supply Support Council and the Materie! 
Secretaries Council at the earliest convenient date. 


Assumption of this project by the Center is considered to be 
consistent with the functional responsibilities of the Center. 


Ihave informed the Materiel Secretaries of the Military Departments 
of this action, 
s/ C. P. Milne 
C. P. MILNE 


Acting Assistant Secretary of Defense 
(Supply and Logistics) 
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Standardization Accomplishment 
For Photographic Equipment & Supplies, FSG-67 


As of December 17, 1958 


(1) Initial Item Review (Simplification) for End Items, 
Accessories, and Supplies... ° * + « « 90% complete 
All projects scheduled to be Courgiated in » Fiscal 
Year 1959 except one project No. 6760-0271, 
"Accessories and Equipment, including 
Maintenance Parts not covered in other SMP 
Projects, '' completion date - 2nd quarter FY 1960. 


(2) Technical Analysis of items. . . e eee Gs 10% complete 
Estimate that all item reviews (including 
Technical Analysis Studies) will be completed 
by 4th quarter FY 1962. 


(3) Specifications (new, revised & consolidated). . . . . 30% complete 


(4) Other (Handbooks, Engineering Practice 
mueem, tC.) . «2 2 eo 2 oe te ee tw et tw of + 10H Complete 


Standardization approach has been to concentrate 
efforts on major end items, accessories, and supplies. 
Maintenance spare parts peculiar to end items eliminated 
will be purged with the end item. The balance of maintenance 
spare parts which are common to end items have been allocated 
a lower priority for standardization and will be reviewed on a 
selective basis subsequent to completion of reviews of end items 
when proven to be economically feasible. 


Development of procurement specifications. ..new 
technology places a severe burden upon the military depart- 
ments to maintain the pace of new specification development. 
Adequate maintenance of specification coverage in the photo- 
graphic area will depend on resources allocated under FY 
budgets. 


TAB B 
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Definitions 


(1) Initial Item Review (Simplification) 


The elimination of unneeded items currently in the supply 


system. This involves a supply technical review to eliminate 


duplicating, overlapping, and obsolete items. It includes 
a reduction in numbers of varieties, types and sizes, ° 


(2) Technical Analysis 


(3) 


The process of establishing by common agreement 
engineering criteria, terms, principles, practices, 
materials, items, processes, equipments, parts, 
subassemblies, and assemblies to achieve the greatest 
practicable uniformity of items of supply and engineering 
practices, to insure the minimum feasible variety of 
such items, and practices, and to effect optimum. 


Specifications 


Documents, intended primarily for use in procurement, 
which are clear, accurate descriptions of the technical 
requirements for items, materials or services including 
the procedures by which it will be determined that the 
requirements have been met. Specifications for items 
and materials shall also contain preservation, packaging, 
and marking requirements. 


Tab B - 


MENTS 





SU MMARY OF ACCOMP LISI. 


Specifications 


Standards 


Simnlification 
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APPENDIX F.— General Accounting Office Report on Military Clothing 
and Textile Supply Agency. 
REPORT TO 
THE CONGRESS OF THE UNITED STATES 
BY 
THE COMPTROLLER GENERAL OF THE UNITED STATES 


REVIEW OF PROCUREMENT PRACTICES 
COVERING THE AWARD AND ADMINISTRATION 
OF ADVERTISED CONTRACTS BY THE 
MILITARY CLOTHING AND TEXTILE SUPPLY AGENCY 
UNITED STATES ARMY QUARTERMASTER CORPS 
PHILADELPHIA, PENNSYLVANIA 
MAY 1959 
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GS 
(é3) COMPTROLLER GENERAL OF THE UNITED STATES 
2 WASHINGTON 28 INTROD 
B-133177 dees RIGHLI 
Fa 
Honorable Sam Rayburn | 
Speaker of the House cf Representatives = 
Dear Mr. Speaker: 

Ob 
Enclosed is our report on the review of procurement prac. Re 
tices covering the award and administration of advertised con- | 
tracts by the Military Clothing and Textile Supply Agency AW 

(MC&TSA), Philadelphia. One of the purposes of this examination 
was to review the progress made by the Department of Defenge Me 


and MC&TSA in improving procurement practices as the result of Ef 
the recommendations made by the House Committee on Governmey 
Operations through its Military Operations Subcommittee, 


We found that considerable progress had been made in im- | ot 
proving controls, although we identified several areas requiring | 
further improvement. The deficiencies existing at the time of our | SCOPE 
review in these areas did not, in our opinion, significantly impair 
the over-all effectiveness of the Agency's performance in the APPEND 
award and administration of advertised contracts. Much of the Re 
progress made resulted from actions taken to implement the rec. 
ommendations of the Military Operations Subcommittee. 


While this report does not contain any recommendations to bo 
the Congress, we believe that it will be of interest to the Congress, | 
particularly the matter relating to the award of contracts to small 
business firms which have resulted, in many instances, in small | 
business firms taking unfair advantage of other small business 
firms under contracts set aside in part for small business. Our 
finding is summarized on page 6 of the report. 


This report is also being sent today to the President of the 
Senate. Copies are being sent to the Secretary of Defense, the 
Secretary of the Army, and the Administrator, Small Business 
Administration. 


Sincerely yours, 





Comptroller General 
of the United States 


Enclosure 
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REPORT ON REVIEW 











the sin 
OF PROCUREMENT PRACTICES of Defe 
COVERING THE AWARD AND ADMINISTRATION | 
| ecutive 
OF ADVERTISED CONTRACTS BY THE sontrol 
MILITARY CLOTHING AND TEXTILE SUPPLY AGENCY textile 
UNITED STATES ARMY QUARTERMASTER CORPS | unetio 
PHILADELPHIA, PENNSYLVANIA | spectio 
and sta 
The General Accounting Office completed its first review in 
January 1959 of procurement practices covering the award and admin- | w 
istration of advertised contracts by the Military Clothing and 1% . | 
n 
tile Supply Agency (MC&TSA), Philadelphia, Pennsylvania. The Ob- i, 
Pr 
jective of our examination was to review the timeliness of con- 
is 
tracting, the existence of effective and fair competition, adher- om 
a 
ence to contract terms, and the proper maintenance of contract 1, 
. is 
We also reviewed the progress made by the Department of b.- | = 
awar 
fense (DOD) and MC&TSA in improving procurement practices as the ° 
rforn 
result of the recommendations made by the House Committee on Gov- | * 
awarded 
ernment Operations through its Military Operations Subcommittee 
1 which 7 
(the subcommittee). 
value 
This review was made pursuant to the Budget and Accounting 
mnt, 7 
Act, 1921 (31 U.S.C. 53), and the Accounting and Auditing Act of . 
textile 
1950 (31 U.S.C. 67). The scope of our review appears on page 30, 
of the 
INTRODUCTION terial 
Pursuant to the National Security Act of 1947, as amended, the mat 


A break 


are 1168, Eighty-fifth Congress, first session, approved | follow 
» 1957. 


41’ 
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the single manager of clothing and textiles within the Department 
of Defense on May 4, 1956. MC&TSA, under the direction of the Ex- 
 equtive Director for Clothing and Textile Material, directs and 
| gontrols all assigned functions of supply management of clothing, 
| textiles, equipage, and footwear for all military services. These 
tunctions include net requirements determination, procurement, in- 
| spection, storage, distribution, disposal, maintenance, cataloging, 


and standardization. As of June 30, 1958, the inventory controlled 


he | by MCATSA consisted of over 7,000 items and was valued at about 
a | 1,8 billion dollars. Employees assigned to the Agency at June 30, 
. 1958, numbered 1,341 civilians and 72 military personnel. 
ee Procurement covers the actions from the time a purchase direc- 
ce tive is approved to the completion or termination of the contract. 
ie These actions comprise the determination of the type of contract- 
. | ing; issuance of invitations to bid; evaluation of bids, including 
iy preaward surveys; award of contracts; and administration of the 
= | performance of the contractor. During fiscal year 1958, MC&TSA 
~ | qvarded 1,810 contracts valued at over 221 million dollars, of 
ns vhich 78 percent of the contracts and 60 percent of the dollar 
value were awarded to small business firms. Of the total procure- 
a mnt, 73 million dollars was for clothing, 72 million dollars for 
2 30 textiles, and 76 million dollars for equipage and footwear. Most 
| ; of the textiles are procured for use as Government-furnished ma- 
terial in the procurement of clothing. The Government furnishes 
ed, the material in about two thirds of the clothing contracts. Most 
y 468 | of the contracts were awarded on the basis of formal advertising. 
A breakdown of the contracts awarded during fiscal year 1958 is as 
proved | follows: 


41742 O—59——_39 
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Formal advertising 


Negotiation: 
Small business set-aside 214 
Federal prison industries and 
industries for the blind 94 
Labor surplus areas 58 
Research and engineering 2 
Less tnan $1,000 i112 


The Military Operations Subcommittee conducted investigations 
and held hearings in April 1957 on the Government procurement of 
military clothing. 
hearings, the subcommittee presented 30 recommendations relating 
to procurement (see appendix A), of which 25 were applicable to 
DOD. Ina later report, the subcommittee stated that it congig- 
ered the comments received from the Assistant Secretary of Defeny 


(Supply and Logistics) on the recommendations to be a constructiy 


response, 


lHouse Report 1370, Eighty-fifth Congress, second session, ap- 


Total negotiation 


Total contracts 


proved February 20, 1958. 


1,330 


480 


1,810 
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) HIGHLIGHTS 
while we identified several areas requiring improvement, the 
pficiencies existing at the time of our review did not, in our 
pinion, significantly impair the over-all effectiveness of the 


gency" 8 performance in the award and administration of advertised 
; watracts. We found that progress had been made in improving con- 


ols, much of which resulted from actions taken to implement the 


Bat Long 

~oonmenda t ions of the subcommittee. 
w of the 25 recommendations applicable to DOD, 3 are still under 
~ pnsideration by DOD, 1 was implemented but was found to be inef- 
= fetive, 1 had no statutory basis for its application, and we made 
mn eoommendations for further implementation of the subcommittee rec- 
— gaendations with respect to 4 of them. 
Defense 

We found also that certain of the regulations for awarding 

ee | contracts to small business resulted in undue advantage to some 

mall business firms over other small business firms. In addition, 

| there were several instances of minor deficiencies which were re- 
ap- prted to the Executive Director of the Agency. 


A summary of the findings, recommendations, and agency actions 
follows . 


l, Failure to debar contractors for 


repeated delinquencies in deliveries 
MC&TSA officials had not initiated the necessary action to de- 


tar contractors for repeated delinquencies in deliveries. As a re- 
ult, these contractors have been receiving additional awards 
tlthough they continue to perform in a delinquent manner. We are 


recommending that the Agency take the necessary action to make 
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suppliers with a history of unsatisfactory performance ineligipj. 
for awards for an appropriate period of time. (See p. 9.) 


2. Lack of written guidance regarding multiple bids 
Guidance in the Armed Services Procurement Regulation (asp) 


and MC&TSA's procedures were inadequate to aid contracting of. 
ficers to detect objectionable multiple bids, and the attorneys at | 
MC&TSA had no written policy on which to base their recommendations 
to contracting officers for actions to be taken relative to such 
bids. At our suggestion, the Agency provided such written guia. 
ance. We are recommending that ASPR be expanded to include ade. 
quate guidance to all procurement personnel in DOD to assist the, 
in detecting objectionable multiple bidding in their respective 
areas. (See p. 13.) 


3. Lack of consistent method for determini rice | 
consideration for extending delivery schedules 


MC&TSA did not have a method that would assure adequate con. 
sideration for the Government and consistent treatment of contrac. 
tors in determining price considerations to be received from con- 
tractors for extending delivery schedules when the delays were not 
excusable. At our suggestion, the Agency established a formula to 
be used as a guide for all contracting officers. We are recommeni- 
ing that MC&TSA continually study the application of the formula 
and adjust it when necessary. (See p. 16.) 

4. Objectionable results of accelerated procurement 

There were a proportionately greater number of difficulties 

encountered under the contracts awarded during the last quarter of 


fiscal year 1958. As examples, the rate of delinquencies increased 
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tra § percent to 10 percent and the extensions of delivery sched- 


| gles increased from 2 percent to 18 percent. We believe that one 


| of the major reasons for these objectionable results was the accel- 


eration in preaward work in order to complete the annual procure- 


pent program. We were informed that the acceleration was necessi- 


| tated by @ Government-wide expenditure limitation program during 


the first half of the fiscal year. The above condition should not 
ocour at the end of fiscal year 1959 since adequate funds were 


sade available for the first quarter to cover the procurements 


| planned for the first 3 quarters of the year. (See p. 17.) 


5, Revisions of regulations to eliminate inequities 
among sma usiness firms 


In many instances, small business firms took an unfair ad- 
vantage of other small business firms under contracts set aside in 
part for small business. This was accomplished by submitting bids 
at extremely low prices for very small quantities of the portion 
of the contracts not set aside for small business. Under existing 
regulations, they thus received priority for consideration for 
award at much higher prices of part or all of the portion of the 
contracts set aside for small business. This condition has been 
recognized as a serious problem by the Agency and DOD. MC&TSA now 
includes in all its invitations for bid a clause that the Govern- 
nent reserves the right to disregard such “token bids" in deter- 
wining the priority of bidders for award on the set-aside portion. 
DOD is considering revisions to its regulations which will negate 
token bids. We are recommending that the Administrator, Small 


Business Administration, review the application of certain of the 
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current revisions of Government regulations designed to assure 


that competition among such firms is fair. (See p. 21.) 


6. Awardi of contracts to relatives 
of Government officials 


At the time of our examination, DOD was still considering the 
recommendation of the subcommittee that "Government contracts 
should not be awarded to the members of the immediate family of a 
Government official occupying a major administrative or policymak. 
ing position.” DOD officials said that they have in process a 
draft of a directive relating to improper influence and unethica) 
behavior on the part of all Defense employees. (See p. 24.) 

7. Means for determining responsibility of bidders 

DOD, at the time of our review, had not implemented the sub. 
committee recommendations that (1) bidders list on their bid forns 
the number of contracts currently held and the nature and extent 
of delinquencies and (2) one agency be designated to assemble and 
collate information on the history of performance by individual 
contractors. The objective of these two recommendations is to pro 
vide information to contracting officers as to prior and current 
performance of contractors under Government contracts for use in 
determining responsibility of bidders. Although DOD is considering 
this objective in connection with a revision to ASPR on standards 
for preaward surveys, they have stated that they are not consider. 
ing the implementation of the specific requirements of the subcon- 
mittee"s recommendations. MC&TSA is effectively complying with 
the intent of the recommendations with respect to contractors for 
military clothing, textiles, equipage, and footwear as part of its 


single manager responsibilities. (See p. 25.) 
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8, Efforts to develop additional 
| repute bie sources of supply 


MC&TSA has made a number of efforts to interest additional 
reputable members of the clothing industry to bid on its procure- 
gents. While these attempts have not proved successful to date, 
continuing efforts are being made to contact the clothing industry 
associations and manufacturers through speeches, and articles in 
newspapers and trade journals. The operation of the Qualified 
wanufacturers Lists, which is discussed on page 11 of this report, 
my also interest additional reputable concerns. (See p. 27.) 


9. A lication of the 
Wish-Nealey Public Contracts Act 

DOD has not implemented the subcommittee recommendation that 
pidders who have no established manufacturing facilities at the 
time they submit bids shall not be eligible for awards. DOD is 
guided in this area by the Department of Labor interpretation of 
the Walsh-Healey Public Contracts Act. Since the interpretation 
of the law is that a bidder must show that he has the necessary 
facilities before award rather than before bid, DOD does not have 
a statutory basis for rejecting a bid on the grounds that the pro- 
spective contractor does not have facilities at the time he sub- 
mits his bid. (See p. 28.) 

Agency comments 

In commenting on our findings, the Department of Defense, 
Department of the Army, and Small Business Administration generally 
concurred in our findings and recommendations. However, the De- 
partment of Defense does not believe that any expansion to ASPR 
regarding multiple bids is necessary (see p. 14), and the Small 
Business Administration has raised certain questions with respect 


to the use of Qualified Manufacturers Lists. (See p. 11.) 
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FINDINGS , RECOMMENDATIONS, AND AGENCY ACTIONS 


FAILURE TO DEBAR CONTRACTORS FOR 
EEPEATED DELINQUENCIES IN DELIVERIES 


MC&TSA had not initiated the necessary action to debar gop. 
tractors for repeated delinquencies in deliveries. As a result, 
these contractors have been receiving additional awards @lthough 


they continue to perform in a delinquent manner, 


Our examination disclosed that a number of contractors wit, a 


history of repeated delinquencies since 1955 are still receiving 


awards from the Agency. The following examples for six of the oop. 


| 


tractors indicate the extent of delinquencies in deliveries, for 


which MC&TSA*s contractors’ performance records do not show the é. 


linquency as being excusable. 





Contracts Average number of 
ne days* delay per 

Total quent delinguent contract 
21 17 53 
17 13 124 
7 6 131 
8 6 185 
12 7 63 
12 8 63 


MC&TSA has taken a number of actions to reduce delinquencies 


with the result that the Agency's records show that the rate of de. 


linquencies decreased from 17 percent in fiscal year 1957 to 5 per. 


cent in fiscal year 1958. Among the actions taken to accomplish 
this were: (1) impressing upon contractors the importance of ad- 
hering to contract terms, (2) defaulting contractors after re- 


peated warnings, and (3) improving the selection of contractors 


through more thorough preaward surveys. In addition, Agency offi- 


Cials informed us that one of the means they use to minimize 
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gelinquencies is to reject bids from contractors for those items 
on which they have a poor record of performance; however, this may 
result in delays in the awards of contracts due to protests by the 
rejected bidders. As shown by the foregoing information of re- 
peated delinquencies in deliveries, the above procedures were not 
a completely effective substitute for debarment. 

ASPR provides that clear and convincing evidence of a history 
of mmsatisfactory performance under recent contracts caused by 
acts Which were not beyond the control of the contractor is a ba- 
sis for debarment by the Secretary of the Department concerned. 
Delays which are determined to be excusable, however, will not be 
considered as a basis for debarment. 

MC&TSA officials informed us that their reason for not initi- 
ating debarment action for repeated delinquencies in deliveries 
was because of their difficulty in effecting debarment or suspen- 
sion of contractors for reasons more serious than this. They said 
that they have had a lack of success in getting debarment or sus- 
pension of contractors even in cases of suspected fraud or other 
criminal actions. Office of the Quartermaster General (OQMG) offi- 
clals indicated, however, that firms have been debarred for fraud 
and other criminal actions where the evidence was conclusive. 

They further stated that previous failures to debar firms on sus- 
pected fraud should not preclude MC&TSA from initiating action to 


debar firms for repeated delinquencies in deliveries. 
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MC&TSA is currently establishing for items of clothing Qua). 
fied Manufacturers Lists (QML's),2 consisting of firms which hays 
met established criteria. One of the criteria for acceptance oy 
the QML's is that the firm does not have a past history of repet;. 
tive unsatisfactory performance on Government contracts. Firms 
which fail to qualify for placement on the QML’s prior to bid open. 
ing will not be considered for award. 

The Small Business Administration, in commenting on our fini. 
ings, expressed concern that QML's may work to the disadvantage of 
small business firms in that such lists may be utilized to ciroy. 
vent the certifications by the Small Business Administration ag to 
credit and capacity of such small firms. 

In response to a request of the Secretary of the Army for ou 
views on the establishment of QML's at MC&TSA, we stated that this 
procedure appears to be fair and reasonable and, if properly admin. 
istered, it would appear that responsible firms would not have any 
difficulty in qualifying for placement on the lists. However, we 
reserved the right to take action or raise questions with respect 
to any matters that may arise in connection with this procedure or 
its extension to other fields of procurement. 

In the implementation of this procedure, care should be exer. 
cised by the Department of the Army to assure that the use of such 


lists does not work to the disadvantage of small business firns, 


lwe were informed that Qualified Manufacturers Lists for textiles, 
equipage, and footwear are not being considered at this time peni- 
ing the success of the QML for clothing. 
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ye Will, in the course of future examinations at MC&TSA, review 
the administration of the QML's. 

Recommendation 

we recommend that MC&TSA, through proper implementation of 
the QML's and the debarment procedures as prescribed in ASPR, take 
the necessary action to make suppliers with a history of unsatis- 
factory performance ineligible for awards for an appropriate pe- 


riod of time. 
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LACK OF WRITTEN GUIDANCE REGARDING MULTIPLE Brps? 

Guidance in ASPR and MC&TSA's procedures were inadequate to 
aid contracting officers to detect objectionable multiple bids, 
and attorneys had no written policy on which to base their recon. 
mendations to contracting officers for actions to be taken relative 
to such bids. Although we found no evidence of objectionable my}. 
tiple bids at the time of our examination, there was no assurance 
that these bids would be detected, if submitted, and that proper 
action would be taken, ASPR provides general guidance as to what 
constitutes affiliated bidders and what information should be ob. 
tained from such bidders in order to prevent practices prejudica} 
to fair and open competition; however, no specific identification 
is made of what constitutes objectionable multiple bids from such 
concerns or what should be done when such practices are detected, 

In an effort to help contracting officers detect multiple bid. 
ding, MC&TSA has taken action to implement the requirements of 
ASPR by having bidders submit the following information with their 
bids: 

1, Names and addresses of all affiliates. 


2. Names and addresses of all persons exercising control over 
the bidder and any of its affiliates. 


3. State, city, and exact street address of the producing fa- 
cilities. 


4, Names and addresses of the owners and operators of such fa- 
cilities. 


1yultiple bids occur when (a) more than one bid is received from 


the same bidder or from firms known or suspected to be affiliated 
or (b) two or more firms submit bids involving utilization of the 
same manufacturing facility. 
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MC&TSA has further implemented ASPR by inserting an option pe- 
riod in all invitations for bid. The option period represents the 
estimated time required for the contracting officer to evaluate 
the bids and make an award. A bidder may not withdraw his bid dur- 
ing this period. This prevents the controlling interest from with- 
drawing the low bid of an affiliate in favor of a higher qualifying 
pid of another affiliate before the contracting officer has had a 
reasonable time to make the award. 

While the above procedures are of assistance to the contract- 
ing officer in identifying multiple bid situations and in prevent- 
ing the bidder from improperly withdrawing his bid, we believe 
that they did not provide adequate guidance within MC&TSA as to 
how to detect the objectionable features of multiple bid situa- 
tions and what is to be done when such situations are detected. 
Multiple bidding is objectionable when it results in prejudice to 
the interests of the Government, other bidders, or the integrity 
of the system of formal advertising, such as where a bidder 
achieves the same effect as withdrawal of a bid by rendering an af- 
filiate incapable of performing and thus causing rejection of the 
bid by the agency. An example of the objectionable results of ml- 
tiple bidding and the undue advantage received by the controlling 
interest submitting the bids follows: 

When affiliates A and B are the low and next-low bidders 
and the controlling interest places affiliate B with the 
higher bid in position for the award by juggling facilities, 
finances, or personnel in order to render the low bidder A in- 


capable of performance, 


In commenting on this problem, the Department of Defense 


| Stated that they do not believe that any expansion to ASPR is 
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required and that the detection of multiple bidding is a problem 
that must be analyzed for each situation on its own merits at the 
local level, While we agree with the Department of Defense that 
each situation must be analyzed on its merits and handled at the 
local level, we believe that more specific identification of the 
problem of objectionable multiple bidding and the actions to be 
taken when detected would be desirable in ASPR as additional guid. 
ance to all procurement personnel in DOD to assist them in the de. 
tection and proper handling of such practices. 

Agency action 

On January 12, 1959, MC&TSA provided contracting officers 
with information on several conditions under which multiple bids 
may be objectionable. On December 30, 1958, MC&TSA attorneys were 
furnished a policy statement which provides the basis for recommen- 
dations to contracting officers for accepting or rejecting multi- 
ple bids. (See appendix B.) 

Recommendation 

We recommend to the Secretary of Defense that ASPR be ex- 
panded to include adequate guidance to all procurement personnel 
in DOD to assist them in detecting objectionable multiple bidding 


in their respective areas. 
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m LACK_OF CONSISTENT METHOD FOR DETERMINING PRICE 
che ee ee ees ee 
t MC&TSA did not have a method that would assure adequate con- 
“ sideration for the Government and consistent treatment of contrac- 
= tors in determining price considerations to be received from con- 
tractors for extending delivery schedules when the delays were not 
id= excusable. 
ion | Our examination did not disclose any cases in which extensions 
of delivery schedules were not in the best interests of the Govern- 
ment or in which delivery schedules were extended without price 
consideration, We noted, however, that uniform treatment was not 
fe given in a number of cases to the relationship between the dollar 
were value of supplies still to be delivered under the contracts and 
ae the additional consideration received by the Government, in circum- 
ti- | stances in which other pertinent factors, such as the period of ex- 
tension, were substantially the same, For example, in each of the 
| two comparisons below in which the periods of extension were simi- 
lar, the consideration received was significantly higher where the 
“- dollar value of the supplies still to be delivered was much lower, 
tn PRIRE paae.e amperage 
delivered exbonted received 
Example A $1,128,884 32 $ 300 
406 ,020 30 3,279 
Example B 329,991 60 377 
178,634 53 3,572 


Agency action 
MC&TSA made a study of the administrative and other cost fac- 


| tors involved in extending delivery schedules and established a 


| 
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formula to be used as a guide for all contracting officers in nego- 
tiating consideration, The formula provides that the Government 
will receive the greater of $100 or one-half of 1 percent of the 
total dollar value of the supplies still to be delivered for every 
extension of 15 days or portion thereof, The procedure also pro. 
vides for flexibility on the part of contracting officers in the 
application of the formula upon approval from the commodity branch 
chief, Had the formula been applied to the above four contracts, 


the consideration would have been as follows: 


Consideration 
Consideration under 

received new formula 
Example A $ 300 $16,932 
3,279 4,060 
Example B 377 6,600 
3,572 3,572 


Recommendation 

Since the new procedure will have to be in effect for some 
time before its fairness to the Government and contractors can be 
properly evaluated, we recommend that MC&TSA continually study the 
application of the formula and adjust it when necessary, 
OBJECTIONABLE RESULTS OF ACCELERATED PROCUREMENT 

The difficulties, such as delinquencies in deliveries and the 
need for extension of delivery dates, encountered under contracts 
awarded during the last quarter of fiscal year 1958 were propor- 
tionately greater than those previously experienced. We believe 
that one of the major reasons for these objectionable results was 
the less thorough preaward work in order to complete the annual 


procurement program, 
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ego- MC&TSA's annual procurement program for fiscal year 1958 was 
t prepared by the Agency and approved by OQMG in a timely manner. 
e However, insufficient funds due to a Government-wide expenditure 


ery limitation program were made available during the first half of 

= the year to enable the Agency to make awards based on its approved 
e procurement program. This placed a heavy burden on procurement 
inch personnel during the last half of the fiscal year, especially dur- 
8,  4ng the last quarter, 

We could not determine at the time of our review the complete 
results of the 799 contracts awarded in the last quarter, which 
nade up 44 percent of the number and 42 percent of the dollar 
value of contracts awarded during the fiscal year. However, the 
Agency's records show that as of December 31, 1958, there was an 

increase in the proportionate rate of difficulties encountered un- 


der the last-quarter contracts over that previously experienced, 


e | As examples, the rate of delinquency in delivery of 30 days or 
| be more previously experienced was 5 percent, whereas 83 (or about 10 
the percent) of the last-quarter contracts became delinquent in deliv- 


ery by 30 days or more, and the rate experienced for extending con- 
tract delivery schedules was 2 percent, whereas the delivery sched- 


| the ules were extended for 149 (or about 18 percent) of the last- 


cts quarter contracts, 

r= In addition to the effects on contracting, the abnormal activ- 
ve ity during the last quarter presented many problems to management 
was relative to the planning and scheduling of work and the effective 
al utilization of personnel throughout the year. 


| 41742 O—59-_—_40 
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The above condition should not occur at the end of fisca) 
year 1959 since adequate funds were made available to MC&TSA dur- 
ing the first quarter to enable the Agency to carry out its pro. 
gram for the first 3 quarters of the year. 

Agency comments 

Although we were informed by personnel at MC&TSA that che ac. 
celeration of procurement actions in the last quarter of fiscal] 


year 1958 was caused by fund limitations during the first half of 


the fiscal year, the Department of Defense, in commenting on this 


finding, has stated: 


"With respect to your recommendation 4, our Director of 
Budget informs us that the expenditure problem during 
the lst half, FY 1958 was common to all accounts in the 
Department of Defense. This is no justification for ac- 
celeration of normal contracting procedures (pre-award 
work) in order to obligate funds prior to the end of a 
fiscal year. The Army Stock Fund, which is the procure- 
ment account used by the Military Clothing and Textile 
Supply Agency is a continuing account which means that 
funds available in the account do not expire for obliga- 
tion at the end of each fiscal year. It is Department 
of Defense policy to accomplish procurement in an or- 
derly manner without accelerations which might be detri- 
mental to the Government. Under such a policy, and par- 
ticularly where stock funds are concerned, funds not ob- 
ligated at the end of a fiscal year are available for ap- 
portionment in the next fiscal year and will be appor- 
tioned upon the presentation of proper program justifica- 
tion. As stated in the report, the alleged need for ac- 
celerated procurement action has not arisen for FY 1959, 
During FY 1959, stock funds have been apportioned on a 
total annual program basis by the Bureau of the Budget 
with Bureau approval required only for major program 
changes. It is expected that this system of apportion- 
ment will continue for FY 1960," 


As the Department of Defense points out, funds available in 
the Army Stock Fund do not legally lapse at the end of the fiscal 
year, MC&TSA's procurement program, however, is on a fiscal year 


basis, and any portions thereof whigh are not accomplished in 
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terms of contracts let during the fiscal year mst be rejustified 
as part of new fiscal year programs, We believe, therefore, that 
yoeTSA is under the same stimulus to fully obligate its fiscal 


| year program authorizations as if the funds lapsed legally at the 


end of the fiscal year. 

In view of the above, it is important that obligational au- 
thority be granted in a timely manner in order to reduce abnormal 
procurement activity during the last quarter of the fiscal year 
and insure more effective planning of work and utilization of per- 
sonnel throughout the year. 
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REVISIONS OF REGULATIONS TO ELIMINATE INEQUITIES 


In many instances, small business firms took an unfair adven. 





tage of other small business firms under contracts set aside in 
pert for small business. This was accomplished by submitting bids 
at extremely low prices for very small quantities of the portion 
of the contracts not set aside for small business. Under existing 
regulations, they thus received priority for consideration for 
award at much higher prices of part or all of the portion of the 
contracts set aside for small business. 

As stated in the Small Business Act, as amended (15 U.S.C, 
631), it is the policy of the Congress that a fair proportion of 
Government procurement be placed with small business firms. In ac. 
cordance with this policy, the contracting officers and the Smal) 
Business Administration representative at MC&TSA determine which 
procurements will be restricted to small business either in their 
entirety (total set-aside) or in part (partial set-aside). Under 
the procedures prescribed by ASPR, awards of contracts for procure. 
ments involving a partial set-aside are made as follows: 


1. Interested large and small business firms bid on the por- 
tion not set aside. 


2. In accordance with formal advertising procedures, awards 
are made to the lowest responsive bidders, either large or 
small business, on the portion not set aside. 


3. Contracting officers negotiate for the set-aside portion 
with those small business firms whose bids on the portion 
not set aside are within 120 percent of the highest award 
price as determined in step 2 above. Negotiations are con- 
ducted with the small business firms in the order of their 
bids, beginning with the lowest bid. 


4, Any awards for the set-side portion are made at the 
highest unit price awarded on the portion not set aside. 
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(Therefore, in reality, there is no negotiation for price 
since this has been established as the highest price 
awarded on the portion not set aside.) 


5. If the entire set-aside portion is not procured by this 
method, the remainder is automatically dissolved and may 
be procured by advertising or by negotiation, as appropri- 
ate. 


The inequities in the present procedures are illustrated in 
the following example involving a procurement of 150,000 pairs of 


gloves, Of which 75,000 were set aside for small business. 


Portion not set aside (75,000 pairs): 


On the portion not set aside, the low bidder was awarded 

105 pairs at $0.000095239 a pair and 55,000 pairs at prices 
ranging from $2.05 to $2.15 or a weighted average of $2.10 a 
pair. The next low bidder was awarded 110 pairs at $0.00094 
a pair and 19,785 pairs at $2.155 a pair. 


Set-aside portion (25,000 pairs): 


Of the 10 small business firms which bid on this procurement, 
5 submitted "token bids” in which the bid for the initial 
quantity ranged from $0.000095239 for 105 pairs to $0.10 for 
500 pairs. The small business firm which bid $0.000095239 re- 
ceived priority for a part or all of the set-aside portion be- 
cause this was the lowest bid on the portion not set aside. 
This firm, which was awarded 55,105 pairs on the portion not 
set aside, agreed to manufacture the entire set-aside portion 
as follows: 43,560 pairs at $2.15392 a pair and 31,440, pairs 
at $2.14893. (The difference between $2.155, the highest 
award on the portion not set aside, and the above unit prices 
represent freight and discount factors.) 


Three of the five small business firms which did not submit 
token bids submitted bids within 120 percent of the highest award 
price on the portion not set aside which made them eligible to 
participate in the portion of the contract which was set aside for 
small business. Since, under existing regulations, the small busi- 
ness having the lowest bid on the portion not set aside is given 
priority for consideration for award with regard to the set-aside 


portion, the submission of token bids by five of the bidders in 
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essence deprived these three bidders of an opportunity to receive 
part of the set-aside portion. Furthermore, the bidder Submitting 
the lowest token bid accepted the entire quantity on the Set~aside 
portion to the exclusion of the other small business bidders, 
Since under the current regulations all awards would be made at 
the same price on the set-aside portion, the priority for award to 
the successful small business firm was predicated solely on the 
fact that his token bid was the lowest. 

MC&TSA and DOD officials recognized that the practice of 
token bidding was becoming a serious problem. On November 4, 1958, 
MC&TSA, with approval of OQMG, established a procedure requiring 
the inclusion of a statement on all invitations for bid to the ef. 
fect that the Government reserves the right to disregard token bids 
in determining the priority of bidders for award on the set~aside 
portion. The ASPR Committee of the Department of Defense is con. 
sidering revisions to ASPR for the purpose of negating token bids, 
These revisions pertain to the determination of priority for award 
and the quantity which may be awarded. 

We have also been advised by the Administrator, Small Busi- 
ness Administration (SBA), that SBA assisted the General Services 
Administration (GSA) in issuing new regulations in February 1959 
for the purpose of eliminating the use of token bids. 

Recommendation 

We recommend that the Administrator, Small Business Adminis- 
tration, review the application of the revised GSA regulation and 


the ASPR revision when issued to assure that small business firms 
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ao not receive any undue advantage over other small business firms 


through token bidding and other unfair practices. 


AWARDING OF CONTRACTS TO RELATIVES 
EEE 
At the time of our examination, the Department of Defense had 


not implemented the recommendation of the subcommittee that “Gov- 
erent contracts should not be awarded to the members of the im- 
pediate family of a Government official occupying a major adminis- 
trative or policymaking position.” This recommendation was based 
on the investigation by the Military Operations Subcommittee of 

the House Committee on Government Operations and by the Permanent 
Subcommittee on Investigations of the Senate Committee on Govern- 
nent Operations into the contract awarded by the Army Quartermas- 
ter Corps to the wife of a then Department of Defense official. 


Officials in the Department of Defense informed us that they 


| have in process a draft of a directive relating to improper influ- 


ence and unethical behavior on the part of all Defense employees 
put that major problems in addition to those referred to by the 
Military Operations Subcommittee have been encountered and are 
awaiting resolution. They could not state exactly when the direc- 


tive would be issued. 
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MEANS FOR DETERMINING RESPONSIBILITY OF BIDDERS 


The 
The Department of Defense, at the time of our review, had not 
lows: 
implemented the recommendations of the subcommittee pertaining to e 
wi 
the following: pro 
ber 
1. Requiring bidders to list on their bid forms all Govern- ten 
ment contracts currently held by the bidder and his affi};. Mr. 
ates and the nature and extent of the delinquencies if any cur 
in deliveries on such contracts. lie 
tha 
2. Having one agency as designated by the Secretary of De- cer 
fense systematically assemble and collate information op- ple 
tained from bidders, Government plant inspectors, and aff 
other sources on the history of performance by individual ing 
contractors and distribute this information to all procur. | sic 
ing activities for use in bid evaluation, for 
in 
The objective of these two recommendations is to provide in- eve 
sut 
formation to contracting officers as to prior and current perforn- the 
tal 
ance of contractors under Government contracts for use in determin. mer 
the 
ing responsibility of bidders. spe 
an 
During our review at MC&TSA, we determined that the Agency is | pr: 
sti 
effectively complying with the intent of the recommendations in re- 
gard to contractors for military clothing, textiles, footwear, and 
equipage. In view of the single manager responsibility for these 
items, the Contractor History Record, which MC&TSA maintains for 
} 
each contractor, serves as a central source of information for use e 
Wi 
by contracting officers. th 
Agency comments "N 
| as 
We were informed by the Department of Defense that they were fo 


not considering the implementation of the specific requirements of 


either of the subcommittee's recommendations but that revisions to 


ASPR now in process would fulfill the intent and achieve the objec- 
tives sought by the subcommittee. 
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The specific comments of the Department of Defense are as fol- 
not 
lows: 
bo “with respect to paragraph 7, we are not considering a 
procedure that bidders list on their bid forms the num- 
ber of contracts currently held and the nature and ex- 
. tent of delinquencies. As we stated in our report to 
(li. Mr. Holifield, the listing on bid forms of all contracts 
any currently held by the bidder and his affiliates is be- 
lieved to be impracticable. Many firms are so organized 
that it is actually impossible for either a parent con- 
cern or a subsidiary or division thereof to have com- 
* plete knowledge of current contracts held by all of the 
affiliates or by the parent company as an entity. List- 
al ing of delinquencies by a bidder at the time of submis- 
ur- | sion of a bid is not as meaningful as obtaining such in- 
formation in the course of a pre-award survey as close 
in time as possible to issuance of award. The latter 
n- event may occur as much as 60 days or more following the 
submission of bids. However, our regulations require 
rm- that prior to making an award, the contracting officer 
takes into consideration all existing business commit- 
min- ments, commercial as well as Governmental, and further 
that one of the minimum standards of a responsible pro- 
spective contractor be a satisfactory record of perform- 
ance, A revised paragraph of ASPR (currently in the 
| printing process) states with respect to the foregoing 
standard: 


is 


| Te- 
| ‘Contractors who are seriously delinquent in cur- 
and rent contract performance, when the number of con- 
tracts and the extent of delinquencies of each are 
se considered, shall, in the absence of evidence to 
the contrary or circumstances properly beyond the 
r control of the’contractor, be presumed to be unable 
to fulfill this requirement. ! 


"We believe that our regulation fulfills the intent of 
the Committee regulation. 


"Nor are we considering the designation of one agency to 
assemble and collate information on the history of per- 
| formance by individual contractors. We are in the proc- 
ess of printing a revision to ASPR which provides: 
} of | 
'Maximum practicable use will be made of informa- 
tion on file or within the knowledge of personnel 
in the Department of Defense to the extent that 
)jec- such information is currently valid. Each Depart- 
ment shall maintain such records and experience 
data as may be useful for the guidance of contract- 
ing officers in the placement of new procurements 


} to 
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in the manner and at such level as the Department APPLICA 
deems appropriate, and shall inform its contracting = 
officers and the other Departments of the means of 

access to such records and data. Upon request of The 
any contracting officer in the Department of De- 





fense, information in such records and data shall tion of 
be expeditiously furnished in the form developed by 
the providing Department. ' | facturdr 

"We believe that the foregoing will ‘achieve the objective | gible fc 

sought by the Committee. 

The success of the above revisions to ASPR in fulfilling the peed 
intent and achieving the objectives of the subcommittee will be re. — 
viewed in future procurement examinations. I. Upc 
EFFORTS TO DEVELOP ADDITIONAL 
REPUTABLE SOURCES OF SUPPLY labor is 

MC&TSA has made a number of efforts to interest additional tracting 
reputable concerns of the clothing industry to bid on its procure- ceive av 
ments. While they have not been successful to date, continuing ef- tracts / 
forts are being made by the Executive Director and others to con- who des4 
tact clothing industry associations and manufacturers through | award ré 
speeches, and articles in newspapers and trade journals. In this | to perfc 
connection the establishment of the QML's may interest additional | The 
reputable concerns to bid because they will have more assurance of tory bas 
competing with quality manufacturers. contract 

As one means of attracting established clothing manufacturers, | bid so 
the subcommittee recommended that related items such as coats and | And acqu 
trousers be included in the same procurement, This was attempted | OTHER MJ 
in the procurement of the new Army green uniform. However, the | Otr 
combining of coats and trousers in the same procurement attracted volved ( 

formatic 


were not among the low bidders. 





very few new bidders, none of whom received an award because they (2) fail 
| 
i 
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\pPLICATION OF THE 
WESH-HEALEY PUBLIC CONTRACTS ACT 
TN — —————eEE—E—E——eEeEeEeee 


The Department of Defense has not implemented the recommenda- 
tion of the subcommittee that bidders who have no established manu- 
facturing facilities at the time they submit bids shall not be eli- 
gible for awards. The Department of Defense is guided in this 
area by the criteria established by the Department of Labor in its 
interpretation of the Walsh-Healey Public Contracts Act (41 U.S.C. 
35). 

Upon the recommendation of the subcommittee, the Secretary of 
labor issued new instructions explaining the criteria by which con- 
tracting agencies may determine the eligibility of bidders to re- 
ceive awards of contracts subject to the Walsh-Healey Public Con- 
tracts Act. (See appendix C.) Under these instructions, a bidder 
who desires to qualify for award as a manufacturer must show before 
award rather than before bid that he has the necessary facilities 
to perform under the contract. 

The Department of Defense, therefore, does not have a statu- 
tory basis for rejecting a bid on the grounds that the prospective 
contractor does not have facilities at the time he submits his 
bid so long as he lists on his bid the facilities he plans to use 
and acquires them prior to the time of award. 

QTHER MINOR DEFICIENCIES 

Other minor deficiencies disclosed during our examination in- 
volved (1) improper maintenance of contract records and files, 

(2) failure to require bidders to submit complete and accurate in- 


formation in their bids, and (3) delays in processing purchase 
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authorizations and awarding contracts. These deficiencies were re 
ported separately to the Executive Director of MC&TSA as the rate 
of occurrence did not indicate major problem areas. We received a 


satisfactory reply from the Agency on these matters. 


| 
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SCOPE OF REVIEW 

We reviewed management controls, including procedures, rec- 
ords, reports, and internal reviews, as well as the application of 
po, Army, and Quartermaster Corps policies and regulations, in 
the area Of central procurement of clothing, textiles, footwear, 
and equipage. We reviewed the timeliness of contracting, the ex- 
istence of effective and fair competition, adherence to contract 
terms, and the proper maintenance of contract files. In accord- 
ance with recommendation 30 of the Military Operations Subcommit- 
tee, we also reviewed the progress made by the Agency and DOD in 
improving procurement practices as the result of the recommenda- 
tions made by the subcommittee. 

Since the number of negotiated contracts for other than small 
pusiness, labor surplus areas, Federal Prison Industries, and the 
industries for the blind were negligible, we concentrated our re- 
view on the advertised fixed-price contracts, including those con- 
tracts set aside for small business. 

We examined selected contracts and related transactions and 
made such tests as we deemed appropriate. We reviewed actions 
taken mainly during fiscal year 1958 and the first quarter of fis- 
cal year 1959. 
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APPENDIXES 


APPENDIX 4 


RECOMMENDATIONS MADE BY THE 
MILITARY OPERATIONS SUBCOMMITTEE 
OF THE HOUSE COMMITTEE ON GOVERNMENT OPERATIONS 


1. In connection with contract awards, military contracti 
officers should make affirmative determinations in writing of bia. 
der responsibility. A statement of justification for the award, 
setting forth that the requirements for determining bidder respon. 
sibility as contained in the Armed Services Procurement Regula. 
tions have been fulfilled, should be retained in the contract 
files. (We found that contracting officers at MC&TSA were Comply. 
ing with this recommendation. ) 


2. In making such affirmative determinations, contracting of. 
ficers should rule out as unqualified, in accordance with the re. 
quirements of the Walsh-Healey Public Contracts Act, those bidders 
who have no established manufacturing or dealership facilities at 
the time they submit bids. Recognizing that in certain cases gy. 
cessful bidders would expand their facilities or subcontract parts 
of the work, contract awards should not be made to bidders con. 
pletely lacking such facilities at the time of the bid offer, 
(See p. 28.) 


3. The Secretary of Labor, in accordance with the jurisdic. 
tion conferred upon him by the Congress, should promulgate new in. 
structions explaining clearly the statutory qualifications for bid. 
ders on Government procurements subject to the Walsh-Healey Public 
Contracts Act, and citing the circumstances under which bidders 
should be disqualified for lack of manufacturing or dealership fa. 
cilities. These instructions specifically should be called to the 
attention of military procurement agencies, the Small Business Ad. 
ministration and other interested agencies, and incorporated in 
their regulations. (See p. 28 and appendix C.) 


4, Multiple bidding on the same procurement by one person 
through the instrument of various corporate or company names 
should be barred in Government procurement. Recognizing that in 
certain circumstances, where competition is genuine and separate 
producing facilities are maintained, companies under common con- 
trol or ownership legitimately may submit bids for the same pro- 
curement, multiple bids should not be accepted from companies di- 
versified merely for the trading convenience and the profit advan- 
tage 3 the owning or controlling party. (See p. 13 and appen- 
dix B. 


5. In barring illegitimate multiple bidding and in otherwise 
preventing restraints of trade and collusive practices against 
fair and open competition, the military procurement agencies 
should require bidder affidavits of company ownership and control 
in procurement areas susceptible to such improper practices, Such 
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affidavits, instituted on a test basis by the Philadelphia Quarter- 
paster Depot, should become an established feature of procurement 
in designated areas. (See p. 13.) 


6, Military procurement agencies should require bidders to 
designate on their bid forms, in addition to producing locations, 
the exact street address of the producing facility, whether or not 
the facility 1s owned or leased by the bidder, end how much capac- 
ity 1s = for performance on the prospective contract. 

(See p. 13. 


7. Military procurement agencies should require bidders to 
list on their bid forms all Government contracts currently held by 
the bidder and his affiliates, and the nature and extent of the 
delinquencies, if any, in deliveries on such contracts, The term 
“affiliate” should be defined in the bid form. (See p. 25.) 


8, Military procurement agencies should require bid forms to 
be properly, accurately, and completely filled out. The Secretary 
of Defense should issue a reminder to the military procurement 

cies, and these in turn should impress upon prospective Govern- 
gent contractors the importance and necessity of providing full, 
accurate, and complete information on the bid forms. A reminder 
of the penalties for making false statements to the Federal Govern- 
nent should be printed on bid forms. (ASPR was changed to imple- 
ment this recommendation. MC&TSA also implemented this recommenda- 
tion although we found a few instances where the bid forms were in- 
complete. ) (See Pe. 28.) 


9. Preaward surveys of facilities and financial resources of 
prospective contractors should be promptly and carefully executed, 
and information on the bid form submitted by the successful bidder 
should be verified or refuted in the surveys of facilities and fi- 
nances. (We found that preaward surveys were being made generally 
in accordance with the recommendation. This was one of the rea- 
sons for the over-all reduction in the rate of delinquency. We 
also found that, during the last quarter of fiscal year 1958, 
there was an acceleration in the preaward work in order to complete 
the annual procurement program. As a result, the difficulties en- 
countered under these contracts were proportionally greater than 
those previously experienced, We were informed that this accelera- 
tion was necessitated by a fund limitation during the first half 
of the fiscal year.) (See pp. 9 and 17.) 


10. Military procurement officials should take active steps to 
impress upon prospective and current contractors the importance of 
adhering to contract terms and specifications, including delivery 
schedules. (See p. 9.) 


ll. When delinquencies not excusable under the terms of the 
contract persist in the face of due and sufficient warning by con- 
tracting officers, prompt action should be taken by the contract- 
ing officers to default delinquent contracts. (See p. 9.) 
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12. A history of repeated delinquencies by a contractor 
should constitute sufficient cause for, and lead to, his suspen. 
sion or debarment for a designated period of time. (See p. 9,) 


13. Contractors who are seriously delinquent in current con. 
tract performance, when the number of contracts and the extent of 
the delinquency on each are considered, should be declared nonre. 
sponsible bidders for the purpose of new contract awards, unti] 
the delinquencies are overcome. (See p. 9.) 


14. Information obtained from bidders, Government plant ir. 
spectors, and other sources, on the history of performance by 
vidual contractors, the number of contracts currently held, and 
the nature and extent of delinquencies, if any, should be systemat. 
ically assembled and collated by an agency designated by the Sec. 
retary of Defense, and distributed to all procuring activities fop 
use in bid evaluations. (See p. 25.) 


15. Military procurements should be planned to avoid (1) 
bunching of contrect awards, (2) multiple awards to one contractop 
on the same day or within a short period of days, (3) delays in 
bid evaluation and contract award, (4) setting of delivery sched. 
ules unrelated to actual needs, (5) delays in delivery of 
Government-furnished material to contractors, and (6) numerous 


ee en changes in specifications after bids and 
awards. 


(a) The bunching of contract awards during the last quarter 
of fiscal year 1958 is discussed on page 17 of the report, 


(b) Multiple awards to the same contractor was not a problem 
at MC&TSA during our examination. 


(c) The administrative lead time was reduced from an average 
of 93 days during fiscal year 1957 to 56 days during fis. 
cal year 1958. However, we found a few instances where 
procurement authorizations were not promptly processed, 
(See p. 28.) 


(a4) MC&TSA completed a study in May 1958, which resulted in 
the establishment of more realistic delivery schedules, 


(e) Improved procedures placed into effect at MC&TSA in 
July 1, 1958, resulted in a reduction of extensions in de- 
livery schedules due to delays in furnishing Government- 
furnished material. 


(f) Government-sponsored changes in specifications after bids 
and awards were not a serious problem at MC&TSA during our 
examination. 
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16. Contractor proposals for changes in specifications after 
contract awards should be denied except in exceptional circum- 

sg and only after (1) adequate downward adjustment in the con- 
tract price to reflect savings due to changes and (2) reimburse- 
gent of the Government for the costs of laboratory testing, inspec- 
tion, and the overhead directly applicable to these activities, 
(mis recommendation was being complied with at MC&TSA by grenting 
jeviations requested for contractors only when in the best inter- 
ests of the Government and for adequate consideration. ) 


17. Military procurement agencies should take steps to insure 
that Government-furnished material is fully and accurately ac- 
counted for by the contractor, and reimbursement made to the Gov- 

t for material ummecessarily used or not accounted for. (We 
found that the bailment bond method of controlling Government- 
fummished material assured full and accurate accounting of its use 
py the contractor and proper settlement upon completion of the con- 


tract. ) 


18, The military procurement agencies should reexamine their 

cedures for keeping contract document files and maintain in con- 
nection with documentation on each contract a summary sheet of ac- 
tions taken, including final disposition. A continuous and cumula- 
tive record of contracts by name of contractor and character of 
performance should be maintained. (MC&TSA was complying with this 
recommendation by maintaining preaward and contract administration 
files, records of difficulties encountered during the life of each 
contract, contract completion reports, and contractors' perform- 
ance records. However, we did note minor instances where the 
files were not complete.) (See p. 28.) 


19. The Air Force and the Navy should procure their clothing 
and related equipment through the Military Clothing and Textile 
Supply Agency, exceptions to be made only under special order of 
the Secretary of Defense. Upon transfer of procurement and supply 
activities to the aforesaid Agency, the corresponding activities 
of the Air Force and Navy should be reduced or eliminated. (We 
found that MC&TSA was procuring for the other services those items 
over which the single manager has supply cognizance as responsibil- 
ity for these items is transferred to the single manager. During 
fiscal year 1958, MC&TSA procured over 65 million dollars worth of 
clothing, textiles, equipage, and footwear for the other services.) 


20. The Military Clothing and Textile Supply 4gency should 
analyze the bidding experience on procurements within its jurisdic- 
tion over a period of time in order to eliminate unnecessary cir- 
cularization of bidders, to weed out inactive listings, and to 
purge the bidders’ list of suspended or debarred contractors. 
(NC&TSA has reduced unnecessary circularization of bidders and im- 
proved its bidders’ list through the use of preinvitation notices 
for bids, qualified manufacturers lists, and other means.) 


41742 O—59———-411 
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21. Negotiated contracts in place of advertised contracts 
should be resorted to only in exceptional circumstances Clearly 
justified under applicable law and regulations, and negotiated Cone 
tracts should be avoided when awards for the same or similar ites, 
are being advertised. (See p. 3.) 


22. The Military Clothing and Textile Supply Agency, for pry. 
curements under its jurisdiction, should make a sustained effort 
to develop additional reputable sources of supply. As one means 
of attracting established clothing manufacturers, related items 
such as coats and trousers should be included in the same procure. 
ment. (See pe 27.) 


23. Performance bonds, when required by military procurement 
regulations and under the terms of the contract, should be ob. 
tained from the contractor within the time specified in the con. 
tract. (MC&TSA is requiring bidders to submit bid bonds with 
their bids to guarantee the furnishing of performance bonds withi, 
the time specified in the contract.) 


24. Extensions of delivery schedules for inexcusable delays 
after contract award should be granted only in exceptional circ. 


stances and on the basis of adequate price considerations to the 
Government. (See p. 16.) 


25. Government contracts should not be awarded to the members 
of the immediate family of a Government official occupying a major 
administrative or policy-making position. Such contract awards 
are repugnant to public policy. (See p. 24.) 


26. Certificates of competency issued by the Small Business 
Administration should be based on a review of the bid and contract 
information in procurement agency files, plant survey reports, ani 
independent field investigations, and should be consistent with ap. 
plicable statutes and regulations governing bidder qualifications,! 


27. In making size determinations for purposes of small busi. 
ness Classification, the Small Business Administration should ver. 
ify certifications of the prospective contractor in doubtful or 
difficult cases through field investigations by regional office 
personnel, including inspection of payroll data. Size determina- 
tions should take into account not only average past employment 
over a designated period but prospective employment in performance 
of the Government contract or contracts. 





lthese recommendations involve functions of the Small Business Ad- 
ministration (SBA) and we will determine the extent of implemente- 
tion during our reviews at SBA. 
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28. The Small Business Administration should be notified in 
savance of all pending contract awards reserved or set aside in 
ynole or in part for small business. A certification from the 
Small Business Administration that the prospective contractor qual- 

ifies as small business should be obtained by contracting officers 
in making such awards. (Notification is given by MC&TSA to Small 
| wsiness Administration representative in residence at the Agency. 
ort — are requested by contracting officers as required.) 


< 


1 


18 29. Tne Secretary of Defense should consider the recommenda- 
cure. | tions made in this report which are applicable to the Department 
of Defense, direct that they be effected, and direct that the 
Services Procurement Regulations be amended to reflect these 
nent recommendations. (Except as otherwise noted, ASPR has been or is 


4 peing revised to implement the recommendations.) (See pp. 13 and 
on= 25.) 
ithin 30. The General Accounting Office, in management surveys of 


the military procurement agencies, and specifically of the Phila- 
felphia Quartermaster Depot, should consider the applicable recom- 
ays gendations in this report and determine the extent to which admin- 
ron istrative changes have been instituted to effect these recommenda- 
the tions. 
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on lmis recommendation involves functions of the Small Business Ad- 
ginistration (SBA) and we will determine the extent of implementa- 
tion during our reviews at SBA. 
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APPENDIX 5 


This is a copy of a policy statement prepared by the Office of tis 
General Counsel at MC&TSA as a guide for its attorneys in 
recommendations to contracting officers for accepting or rejecting 


mltiple bids. 
30 December 1958 
The following is a statement of policy for use in considering multiple 
bids: 
I. POLICY 


1. There are no legal restrictions on multiple bids, per se, 
In certain circumstances, an individual, or affiliated group, may properly 
submit a bid or bids for a particular procurement on behalf of one or more 
firms, and the award can be made to the firm on whose behalf the low bid 
is submitted, provided that the bid conforms to the invitation and the bidder 
qualifies as a responsible prospective contractor. 


2. Careful study is made: 


a. Where more than one bid is received from firms known or 
suspected to be affiliated; 


b. where more than one bid is received from the same bidder; 


c. where there is evidence that bidders cooperated in the 
submission of their bids; or, 


d. where two or more firms submit bids involving utilization 
of the same manufacturing facility. 


3. Multiple bids are not permitted where used in conjunction 
with other practices, and the combination may result in prejudice to (1) the 
interests of the Government, (2) other bidders, or (3) the integrity of the 
system of formal advertising, or which may result in undue advantage to the 
multiple bidder. 


4, APP 2-403g provides that the Contracting Officer may reject 
all bids where he determines that such bids: 


a@. were not independently arrived at in open competition; or 
b. were collusive; or 
c. were submitted in bad faith. 


In view of this regulation, all bids are rejected where it appears that there 
is any attempted juggling of facilities, options, finances or other action 
which might operate to deprive the Government of the benefits of the low bid. 
These principles are applied on a case-by-case basis to all instances of 
multiple bids regardless of whether individual or common facilities are 
listed in the bids. 
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II, DISCUSSION 


1. Common Manufacturing Facilities Listed: 


a. Multiple bids listing the same or common facilities are 
ble where the common facilities have adequate capacity to produce 
the total quantity covered in all of the affiliated bids or have capacity 
to the amount of the entire procurement, whichever is less. (Facil- 
ities need not be considered as the “same” or "common" unless the same 
uchinery, equipment, and production personnel are to be utilized). 


b. Where bids are submitted by one firm under two or more 
tnes Which are in reality trade names, for the benefit of that one firm 
snd common facilities are to be used, such bids are objectionable. 
(14 Comp Gen 168). An individual may not properly submit more than one bid 
in a case Where multiple awards might be made requiring the use of identi- 
cal facilities. 


z, Separate Facilities Listed: 


The fact that two or more bids by affiliated companies 
are prepared and signed by the same individual is not of itself prohibited 
if the bid prices are based on production figures of the individual plants 
and there is no attempt to conceal the common interests of the bidder. The 
test is whether the bids were developed independently. (Comp Gen B-86459, 
dated 16 June 1949). Investigation is made to determine this fact. 


3. Bad Faith and Collusion 


a. Where a series of multiple bids are otherwise acceptable 
but prior to award the low bidder or one of its affiliates attempts to dis- 
itself so as to obtain an undue price or other competitive advantage 
such action is indicative of bad faith and such bids are rejected. 


b. In addition to the circumstances discussed above, multiple 
bids are rejected where there is evidence of agreement between bidders to 
gibait “rigged” bids or to share in the profits of the contract regardless 
of which bidder receives the award, or to otherwise circumvent competitive 


bidding procedures. 


NOTE: A permanent record is maintained by the Investigation Section, OGC, 
of all cases investigated for possible objectionable miltiple bidding 
practices, and such record is referred to in connection with subse- 
quent bids. 
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APPENDIX ¢ 


Ue. S. DEPARTMENT OF LABOR 
Wage and Hour and Public Contracts Divisions 
Washington 25, D. C. 


Jarmary 24, 1958 


CIRCULAR LETTER NO. 1-58 


TO : CONTRACTING AND PURCHASING OFFICES OF THE FEDERAL 
GOVERNMENT AND THE DISTRICT OF COLUMBIA 


SUBJECT: Criteria by which Contracting Agencies may Determine 
Eligibility to Receive Awards of Contracts Subject to 
the Walsh-Healey Public Contracts Act 


Section 1 of the Walsh-Healey Public Contracts Act provides 
that there shall be included in every contract subject to the Act a 
representation and stipulation that "the contractor is the manufacturer 
of or a regular dealer in the materials, supplies, articles, or equip. 
ment to be manufactured or used in the performance of the contract", 


In implementing this provision of the Act the Secretary of 

Labor, in the General Regulations and the Rulings and Interpretations 
issued under the Act, has defined manufacturer and regular dealer by 
stating the affirmative requirements to be met by potential contractors 
before they may receive Government contracts subject to the terms of 

the Act. It appears desirable to further detail the interpretation of 

the definitions of manufacturer and regular dealer for the guidance of 
contracting agencies, 


As a matter of practical application and administration of 
Section 1 of the Act, this Department has placed upon the contracting 
agencies the initial and major responsibility for determining the eligi. 
bility of bidders with whom they deal to receive contracts subject to the 
Act, by application of the over-all criteria for qualification establishe 
by the Secretary of labor, It is the obligation of the agencies to avail 
themselves of all facts essential to such determinations, 


The proper interpretation of these criteria for qualification 
to receive contracts, is as follows: 
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Manufacturer, A bidder who desires to qualify for award as 
mm. before award that he is (1) an established 
smfactarer of the particular goods or goods of the general character 
yught by the Government or (2) if he is newly entering into such manu- 
activity that he has made all necessary arrangements 
tor (a) manufacturing space, (b) equipment, and (c) personnel to perform 
the manufacturing operations required for contract performance. These 
conditions mist be met to the satisfaction of the contracting agency 


| prior to any award of a contract covered by the Act. 


penlan 2a lee A bidder who desires to qualify for award as a 
regular r must show to the satisfaction of the contracting agency 
prior to any award that he is engaged in an established regular business 
the criteria of Section 201.101(6) - or in the case of coal 
Section 201,603(f) - of the Regulations, It is not enough 
in the case of a regular dealer to show only that arrangements have been 
to set up such a business; before an award can be made, it is essential 
he show an already established going business regularly dealing in the 
ioular or goods of the general character offered to the Government. 


s/ Clarence T. st 
e Te st 
Acting Administrator 
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Relationship (Documents) 


GENERAL SERVICES ADMINISTRATION 








Washington 25, Dc 


Mr. Douglas Dahlin 
Subcommittee on Military Operations 
of the House Committee on Government 
Operations 
George Washington Inn, Room 201 
Washington 25, D. C. 


Dear Mr. Dahlin: 


In accordance with your telephone request, I am transmitting 
the material relating to the General Services Administration 
Department of Defense Supply relationships. 


Sincerely yours 


FRANKLIN Five re 


Adtinist-atap 
Enclosure 





| 
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FACTS CONCERNING 
GENERAL SERVICES ADMINISTRATION 
SUPPLY SUPPORT 
— _————_ 
DEPARTMENT OF DEFENSE 


I, Creation of GSA (July 1, 1949) 


Former Method of Supply to the Military Services 


Prior to the establishment of the General Services Administration in 
1949, there was little coordination between the military and civilian 
supply systems. However, some common-use civilian type items were 
furnished the military departments on a rather limited and voluntary 
basis by the Bureau of Federal Supply of the Treasury Department, 

a predecessor agency of GSA, through its twelve supply centers. 


The Commission on Reorganization of the Executive Branch of the 
Government (the Hoover Commission) in its report dated January 1949, 
stressed the need for better overall management of supply activities 
and emphasized the fact there should be a greater degree of integration 
between the military and civilian supply systems. In commenting on 
efforts at coordination between military and civilian agencies, the 
Commission stated: 


"Through such inter-departmental cooperation and 
teamwork, it is believed that, in the area of common- 
use items, and in those fields where uniform policies 
are practicable and in the public interest, the supply 
problems of the military and civilian agencies of the 
Government can be successfully integrated; and that 
simplification and economy will thereby replace the 
present complex and wasteful situation in the field of 
supply. "' 


Actions Resulting From Public Law 152 


As a result of the Commission's recommendation, Public Law 152 was 


enacted, which abolished the old Bureau of Federal Supply and established 


the General Services Administration with the Federal Supply Service as 


one of its constituent agencies. This legislation vested in the Administra- 


tor, GSA, broad authorities in supply and procurement activities, but 
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contained a proviso authorizing the Secretary of Defense to exempt 
the Department of Defense from actions taken by the Administrator 

| whenever the Secretary of Defense determined that such exemption 
was in the interest of national security. 


However, when the President signed Public Law 152, on July 1, 1949, 
he sent a letter to the Secretary of Defense, the Director of the Bureau 
of the Budget, and the Administrator, General Services Administration, 
stating that pending further orders of the President, the Secretary of 
Defense should not exercise the exemption under the Act, and the three 
agencies concerned should develop areas of understanding in the field 

of supply and related matters. (This letter was since revoked on June 

g, 1954.) 


ere Interest of Congressional Committees 


gress became interested in supply management and made specific rec- 
ommendations concerning relationships between the Department of De- 
fense and the General Services Administration. The Bonner subcom- 
mittee in its Sixth Intermediate Report, 82nd Congress, June 1951, 
made the following comments indicative of the thinking of Congress: 


49, 


After the enactment of Public Law 152, several subcommittees of Con- 
ion 


"Military agencies should divest themselves of the 
task of making quantity purchases of, and storing, 
the three or four thousand or more common-use 
items that can be obtained from General Services 
Administration depots ** *** Military procurement 
emphasis should be centered on the responsibility 
for obtaining strictly military and technical items 
and exclude common items which are used by all 
agencies of Government, "’ 


This subcommittee also recommended that: 


"Notwithstanding the intent of Public Law 152, the 
Federal Supply Service of General Services Admin- 
as istration is furnishing only a minimum of such com- 
lished mon supply items as pencils, typewriter ribbons, 
as carbon paper, etc., to military services. The Gen- 
istra- eral Services Administrator, after advising and con- 
at sulting with affected agencies as provided in Section 
205 H of Public Law 152, should issue mandatory 
regulations for the procurement and distribution of 
common administrative supply items." 


_— i tcc 
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The Hardy subommittee in the El 

eventh Intermediat 
Send Congress, October 1951, also recommended that core KEE 
oration between the civil and military agencies concerned in . nae 
ment of procurement responsibility. ne 


II. Larson-Johnson-Pace Policy Agreement 


Subsequent to the enactment of Public Law 152 on July 1, 194 
Secretary of Defense, the Director of the Bureau of a Bud ue 
the Administrator of the General Services issued a joint shied ms 
ment on January 12, 1950, indicating general i cecnaak vn o sige 
objectives regarding military and civilian supply coat Ainadiiae 7 
enclosed. ) Under such policy, the staffs of the three agen a ae 
together in the study and development of many phases of coal — 
procurement activity intended to bring about closer inte lala aa 
several supply systems at both the policy and MAT evel - 
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GENERAL POLICY STATEMENT ON DEVELOPMENT OF AREAS OF UNDERSTANDING 
BETWEEN GENERAL SERVICES ADMINISTRATION AND DEPARTMENT OF DEFENSE 
PURSUANT TO PUBLIC LAW 152, ZIGHTY-FIRST CONGRESS 


The President's memorandum of July 1, 1949, to the Secretary of 
pefense, Administrator of General Services, and the Director of the Bureau 
of the Budget, directed that areas of understanding be ceveloped between 
the General Services Administration and the Department of Defense with 
respect to the application of “he Federal Property and Administrative 
services Act of 1949 (Public Law 152, blst Congress). Considerable progress 
has been made in certain areas. Completion of the task will be expedited 
py acceptance of basic principles. 


It is a necessary part of our national defense to keep appropria- 
tions within counds. Our economy requires it, the President and the Congress 
rightfully expect it consistent with the fulfillment of primary missions. 
the preservation o/ our nonrenewaole resources from unnecessary exploitation 
in our tine will mean that future generations may also have the substance 
of defense. 


Modern war is total war invalving all agencies and segments of our 
econmy--iarmers, factory workers, professional groups, as well as the tra- 
ditional militar; forces. ‘Within the Government, many, if not all, civilian 
agencies have wartime functions, and a careful planning and providing 
for their needs is essential to a consideration of the whole problem. 


The accomplishment of this task requires detailed examination of 
mony areas oi effort and assiznment of tasks to both military and nonmilitary 
agencies. While it is recognized that the great bulk of military procurement 
in noth peacetime and wartime will continue to be handled by the military 
departments themselves, nevertheless there are certain procurement areas and 
other areas of effort, such as certain parts of surplus property disposal, 
real property management, traffic management, etc., where it will be impor= 
tant during peace and war for the military departments to continue to depend 
won the General Services Administration. Because effective military supply 
planning covers both current peacetime operations and wartime functions, it 
appears essential that if sound planning is to be done the military depart- 
nents must have assurance that the General Services Administration will con- 
tinue in existence in wartime and will be protected against undue inroads by 
selective service. To develop areas of understanding for peacetime use only 
would greatly complicate the problem. 


In a war economy, especially, each item should be considered as being 
ascarce item. Transportation, storage, manpower, and other scarce components 
are involved in producing items which may be fabricated from abundant basic 
materials. We are a “have not" nation with respect to some materials and are 
fast reaching that status with respect to some once-abundant materials. 


All agency requirements in peace and in war should be coordinated so 
as to constitute a minimum impact upon the Nation's economy. 
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The military and nonmilitary supply systems mst be coordinated at 
both the policy and operation levels so that the constituent agencies will Il. : 
not compete against each other for their reovirements tms creating arti fics 
scarcities and inflationary prices. This objective can best be attaineg _" The fi: 
considering all phases of Federal “overnment supply as a pert of an over=a)) regula 
supply management concept, rather than by isolating the segments and making vices . 


each the object of special administrative or statutory attention, 15 
accomplish this end there will be required wholehearted cooperation between 


the military and the civilian agencies. 


Every effort will be made by the umersigned to expedite the de. 
velopment of areas of understanding within the framework of the above 


policies. 


JANUARY 12, 1950 


JANUARY 11, 1950 


JANUARY 10, 1950 


pertait 
To est 
LOUIS JOHNSON, contint 
Secretary of Defense were § 
above. 
the fol 
JESS LARSON, 
Administrator, General Services 
FRANK PAGE, JR. 
Director, Bureau of the Budget 
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Hl. Areas of Understanding 


The first area of concentrated effort was in connection with purchase 
regulations. Joint efforts of the Department of Defense, General Ser- 
yices Administration, and other civilian agencies resulted in regulations 
pertaining to the following: 


Criteria for Determining Method of Supply 
Policy for Interagency Purchase Assignments 
Policies and Methods for Establishment and 
Maintenance of Bidders Mailing Lists 
Policies and Procedures Relating to Debarment 
of Bidders 
Procedures Concerning Propriety of Contingency 
or Other Fees for Soliciting or Securing Contracts 


To establish sound working relationships, particularly important to the 
continued development of effective supply management, many areas 
were studied under the direction of the three principles mentioned 
above. Such studies resulted in the consummation of agreements in 

the following areas: 


Cataloging 

Traffic Management 

Blind-Made and Prison-Made Products 

Common-Use Items 

Communications Services 

Utilities Services 

Standards, Specifications, Packaging, and Inspection 


The most significant of these was the agreement dealing with common-use, 
civilian-type items. 
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IV. Larson-Lovett-Lawson Policy Agreement 
(November 28, 1952) 


DOD-BOB-GSA Agreement 


On November 28, 1952, the Secretary of Defense, Director of the 
Bureau of the Budget, and the Administrator, General Services, 
approved another policy statement covering the assignment of re- 
sponsibility to General Services Administration for the procurement, 
storage, and distribution of common-use, civilian-type items for 
the Department of Defense. (Copy enclosed.) 


This agreement provided that the military services screen their 
depot-type items with a view toward eliminating them from the mil- 
itary supply distribution systems and transferring supply responsi- 
bility for such items to the General Services Administration, Also, 
this agreement indicated that the General Services Administration 
was to be considered as an agency to receive the assignment of single 
procurement responsibility when civilian-type, common-use items 
for the Department of Defense were involved. 


Several distinct programs resulted from this policy agreement. They 
dealt with Procurement Support and Supply Support of DOD and the 
Joint Review of Federal Supply Schedules having application to DOD, 


Cong ressional Interest 


In the Third Intermediate Report of the Committee on Government Op- 
erations, 83rd Congress, July 1953, the attention of the Secretary of 
Defense was called to the reports of this Committee which were issued 
during the 82nd Congress. Thus, the new Congress indicated accept- 
ance of the findings made under the previous Congress with regard to 
the problem of integration of the military and civilian supply systems, 
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POLICY STATEMENT RE ASSIGNMENT OF RESPONSIBILITY TO GENERAL SERVICES 
ADMINISTRATION FOR PROCUREMENT, STORAGE AND DISTRIBUTION OF COMMON 
USE CIVILIAN TYPE ITEMS FOR THE DEPARTMENT OF DEFENSE 


On Jamary 12, 1950, the Secretary of Defense, the Administrator of 
general Services, and the Director of the Bureau of the Budget promulzated a 
seneral policy statement on the development of areas of understanding between 
general Services Administration and the Department of Defense pursuant to 
Public Law 152. Since establishing the ceneral principles set forth in this 
statement substantial procress has been made in many areas at both the policy 
and operational levels. 


On July 17, 1951, Department of Defense Directive No. 250.0l-1 was 
issued containing the following paragraph which related to DOD-GSA supply 
relationships: 


"The Munitions Board in conjunction with the Military Departments 
shall immediately initiate the actions required to insure that 
(1) Common administrative supplies and equipment are purchased 
through the General Services Administration to the maximum extent 
practicable, and (2) requirements for such items are accurately 
determined and furnished to the General Services Administration 
sufficiently in advance to permit that Agency to do planned and 
intelligent buying and stocking." 


In continuation of joint efforts in the supply field, a study entitled 
Sistribution Survey of Certain Selected Civilian Type Common Use Items" was 
wudertaken by a task group lead by representatives of the Munitions 30ard and 
the General Services Administration assisted by representatives of each of the 
mlitary services. After reaching agreement among the representatives of the 
agencies and services concerned, the task group submitted its rinal report on 
September 2, 1952, containing the recommendations listed below: 

/ 
®]. That the General Policy Statement on Development of Areas of 
Understanding between the General Services Administration and 
the Department of Defense, signed 11 and 12 January 1950, be 
amended to include the policy that the distribution responsibility 
for all items directly related to military forces and the 
effectiveness thereof be retained by the military services. 


"2, That department heads direct the appropriate stock control points 
within the military services to determine which items of supply 
are not directly related to military forces, first priority to 
be given the 12); items included in this study. 


"3, That the General Services Administration designate points of con- 
tact to work with the appropriate military stock control points in 
connection with the assumption of supply distribution for those 
items eliminated from the military distribution system. 


41742 O—59-—___42 
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That in the interest of time and itinimum Jisruption of logistic, 
supply operations, initial implementation of the operating play 
to assume distrivtution supply support by the Federal Supply 
Service be developed with each service rather than on a Depart. 
mont of Defense basis. 


That it be recognized that the determination of suitability of 
any iten for elimination from a military distribution system must 
be dependent on a specific examinasi-n by the military serviee of 
the ite:. concerned. 


That the Armec Services Procurement Re;ulations be appropriately 
revised to establish the Federal Supply Service as the mandatory 
source of supply for all civilian-type items, listed inthe — 
Federal Supply Service Stores Stock Catalog, authorized for loca 
procurement (including those to be eliminated from mlitary 
distribution systems). 


That the Armed Services Procurement Re~ulations be revised to 
provide for the consideration of the Federal Supply Service in tie 
assignment of sin-Le service procurement responsibilities when 
civilian-type common-use items are involved. 


That each military service screen its list of customers, now 
receiving supply support under centralized inventory control but 
whose responsibility is almost purely administrative in nature, 
with the view of assigning supply support thereof to a Federal 
Supply Service Center. 


That the applicable agencies of the Department of Defense take 
cognizance of the provisions of conclusions 3, 1, and 15," 


In implementation of the foregoing recommendations the General Services 
Administration is working cirectly with tne military services concerned 
under the monitorship of the Munitions Board in the following areas: 


le 


A proposed revision to the Armed Services Procurement Regulations 
making the use of Federal Supply Service stores facilities 
nandatory upon the military for items autnorized ror local pro- 
curement is in process at the Munitions Board. 


The several services are presently screeninz their cepot tyne 
items with a view to eliminating them from the military supply 
distribution systems and trensferring supply responsibility ior 
such items to the General Services Administration. Initial 
listings together with the latest usage data, stock on hand, 
etc., will be presented to the General Services Administration 
within the immediate future. 
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3. Details are being developed with respect to those items for which 
the General Services Administration should be established as the 
single procurement agency for both the military and civilian 
establishments. 


. The General Services Administration and military Standards organi- 
zations are working in the field of standardization for those items 
now under consideration. 


In order to provide a sound basis for continuing progress of current projects 
jeading to the complete coordination of the military and non-military supply 
systems through assignment of responsibility for procurement, storage and dis- 
tribution of common use civilian type items to the General Services Administra- 
tion, a further expression of policy agreement is now deemed advisable. In 

this regard agreement has been reached on the following general principles. 


1. The transfer of supply assignment functions to the General 
Services Administration shall be on a progressive basis in keep- 
ing with the capabilities of that agency to absorb the increased 
workload. 


2. As items or classes of supply are transferred, military services 
shall be informed by appropriate directive of the assignment of 
supply support responsibilities to the General Services Admini- 
stration. 


3. When a supply function is transferred from an agency of the 
Department of Defense to the General Services Administration, 
records, property, personnel, appropriations, allocations and 
other funds of such agency will likewise be transferred in 
accordance with "Principles To Be Applied By the Bureau of the 
Budget In Approving Transfers Under Sections 107(b) and 205(f) 
of the Federal Property and Administrative Services Act". 
(Attached - Tab A) 


the Secretary of Defense, the Administrator of General Services and the 


Director, Bureau of the Budget, approve the above principles and direct that 
action be expedited to put them into effect. 


$/ Robert A. Lovett S/ Jess Larson S/ _F. J. Lawton 
re ense Oministrator of General Director, Bureau o 


Services the Budget 


Date: 11/28/52 Date: 28/52 Date: __ 11/28/52 
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Vi Purchase Assignments (Procurement Support 
————— 


Program) 


The purpose of this program is to center in GSA the procurement re. 
sponsibility for requirements of the executive agencies (both military 
and civil) for certain common-use items. The objectives include the 
elimination of competition caused by several agencies entering the mar. 
ket at the same time for the same commodity, the securing of the best 
price through volume buying power, and the standardization of items 
now individually procured. 


The Department of Defense has made the following purchase 28 Signment; 
Commodity Date Assigned DOD Directive 
ae eee Sore ee oe Sosieaiaireneage ae 
Office Furniture December 30, 1952 4115.31 
Office Machines February 25, 1953 4115.35 
Office Supplies October 16, 1953 4115.38 


Development of implementing procedures covering these assignments 
are joint projects of GSA and DOD. The GSA Regulation making the 
purchase of office furniture through GSA facilities mandatory on all 
military departments was issued December 14, 1953, to be effective 
February 1, 1954. The Department of Defense Instruction implementin, 
this assignment was issued March 30, 1954. 


The GSA Regulation on office machines was issued July 7, 1954, tobe 
effective August 2, 1954. The corresponding Department of Defense 
Instruction was issued July 26, 1954. 


The GSA Regulation covering office supplies was issued May 26, 1955, 
to be effective August 1, 1955. The DOD Instruction was issued June§, | 
1955. (Copies of the Implementation Plans issued as parts of GSA 
Regulations are enclosed.) 
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vI GSA-DOD Federal Supply Schedule Review (1953-4) 


The GSA-DOD Federal Supply Schedule Review Program covered the 

ioint review of all Federal Supply Schedules then mandatory on elements 
DOD. It had the ultimate purpose of improving such Schedules wher- 
. r possible and incorporating reference to them in the Armed Services 
a Sent Regulation. This program was started in December 1953 
ke completed in 1954. Asa result of this work, the Department of 
Defense reaffirmed the mandatory application of forty-one Federal Supply 
schedules, and through the joint efforts of GSA and DOD these Schedules 
were vastly improved. Schedule conditions were improved, low sales 
items were eliminated, and mandatory application was extended in some 
(Note: A similar program is now under way with participation 


ases. 
“ ten major civilian agencies and DOD.) (A-copy of the current Federal 


supply Schedule-Check List-is- enclosed.) 


June 6, | 


SA 
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VII. Military Local Purchase Program (Supply Support 
Program) 


Seeaeelihagapeee 


The underlying objectives of this program are to promote greater utiliza. 
tion of existing Government and commercial supply distribution facilities 
and to eliminate the use of duplicate Government facilities in the area of 
common-use, civilian-type items. Thus, maximum economy and efficiency 
are achieved in the handling of military and civilian agency depot stock, By 195 
and in the use of warehouse space. 





as “loc 

ities cé 

The decision as to whether a common-use item is to be eliminated from nizanceé 

a military supply distribution system rests with the military services, did not 

After lists of items authorized for local purchase are established, deter. GSA bu 

minations are made as to the method by which each item will be supplied, when, | 

i.e., from GSA Stores Depot stock, by direct delivery under GSA term | facilitii 

contracts, or by local purchase from commercial sources by the military | using § 

installations. However, working arrangements with the military services | a distr: 

differ to some extent. (See Federal Supply Service Order No. 20 and the iter 

Supplement No. 1 enclosed.) in thei 

The Air Force was the first Department to come to GSA for supply assigt. GSA re 

ance on LP items. GSA collaborated with the Air Force, during 1953 ang to cros 

1954, in screening its LP items for purposes of determining appropriate system 

methods of supply. As of July 1, 1954, the Air Force had designated ap. by GSA 

proximately 135,000 items for local purchase by Air Force installations, | supplie 
The results of the screening are as follows: 

Today 

GSA Stores Federal Supply Total for GSA agency 

Fiscal Year Depot Items Schedule Items Supply Support tary sv 

efficie: 

1953 1,900 1,306 3,206 cured, 

GSA 8% 

1954 1.927 10,201 12,178 record 


Total 3,877 11,507 15,384 


The Navy Department followed substantially the same system as the Air 
Force in identifying certain items for elimination from its supply system 
and transferring supply responsibility for such items to General Services Mil 
Administration. 
Civ 

The Marine Corps followed a somewhat different system in that it desig- 
nated entire classes of items (with certain restrictions) for supply from T 
GSA Stores Depots. These clas6es were: 

% of N 

to Tot 
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Port Class 17 - Light Bulbs, Extension Cords, etc. 

Class 29 - Toilet Tissue, Paper Towels, etc. 

Class 38 - Brooms, Brushes, Mops, etc. 

liza. Class 43 - Nuts, Bolts, Screws, etc. 
ities Class 51 - Soaps, Cleaners, Detergents, etc. 
a of Class 53 - Office Supplies and Paper Products 
‘iciency 
cke py 1954, the Army designated approximately 10,000 common-use items 


as “local purchase''. These items covered the general types of commod- 
ities carried in GSA Stores Depot stocks and were under the supply cog- 


‘om | sigance of the Quartermaster Corps. Unlike the Air Force, the Army 

8, did not specifically designate the items which were to be obtained from 
eter. GSA but issued general instructions authorizing the use of GSA facilities 
lied, when, in the opinion of the local post, camp, or station, the use of such 
rm | facilities was more advantageous than purchase from commercial sources 
litary | using simplified procurement methods. Also, under the Army approach, 
‘vices | adistribution depot could enter into direct delivery contracts for any of 

d the items authorized for local procurement for the benefit of use points 


intheir geographic area. 


8 Sist- GSA reviewed Quartermaster items designated for local purchase in order 
13 and to cross-reference items identical to those contained in the GSA supply 
riate system. Such cross-reference data were then utilized for liaison purposes 
d ap- by GSA regions to assist Army posts, camps, and stations in ordering 

ions, | supplies from GSA. 


Today with GSA's expanded Supply Service Officer Program (customer 
agency contact work), its regional offices keep in close touch with mili- 
rt tary supply personnel in the field establishments to furnish adequate and 
efficient supply support for those civilian-type LP items normally pro- 
cured, stored, and distributed by GSA. The following recapitulation of 
GSA sales of stores and direct delivery items provides a fairly accurate 
record of GSA supply support of military LP items (see chart enclosed): 


(In millions of dollars) 


























Air FY 53 FY 54 FY 55 FY 56 FY $7 FY 58 
pstem 
vices Military $32.8 $39.8 $57.7 $78.0 $95.4 $105.4 
Civilian 92.9 66.5 Teak 82.2 108.0 98.6 
esig- 
rom Total $125.7 $106.3 $134.8 $160.2 $203.5 $204.0 
% of Military 


to Total Sales 26 % 37% 43% 49% 47% 52% 
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The above sales do not include the purchases of Government agencies 

from GSA's Federal Supply Schedule Contracts. While statistics are 

not available for the dollar value of Department of Defense purchasges 

under the Schedules, it is conservatively estimated they would approx. 
imate the same percentage of the total as for the combined stores and 
direct delivery sales. A record of Schedule purchases follows; 


(In millions of dollars) 
FY52 FY53 FY 54 FY 55 FY 56 FY57 Fy58 | FeDBRA 
SE, . eolgcet Ee joes | ERM , | eelinceey je 


$300 $311.2 $275.0 $308.9 $333.2 $373.7 $411.3 £0: 


SUBJ 


Seb ace rarie 


yes 
© ie 


Attach 
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GENERAL SERVICES ADMINISTRATION 
Washington 25, D. C. 


June 28, 1955 


PDERAL SUPPLY SERVICE ORDER NO. 20, Revised 


T0: 


All Officials of the General Services Administration 


SUBJECT: Stores Service to the Department of Defense 


- On April 15, 1955, the Department of Defense 
issued Directive Number 4140.5 covering the acquisition 
of materiel from Federal Supply Service Stores Depots, 
A copy of the Directive is attached. 


Additional Information on Directive Number 4140,5. Ad- 
ditional information resulting from the implementation of 
this Directive each military department of the Department 
of Defense will issued as supplements to this Order. 


Applicability. The provisions of this Order directly 
affect the Stores Division, Federal Supply Service, in 
each regional office. 


Effective Date. The provisions of this Order shall becomes 


effective July 12, 1955. 


ie 


Commissioner pf Federal Supply Service 


Aitachment 
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April 15 
NUMBER ae 


Se 


Department of Defense Directive 


Acquisition of Materiel from General Services 


SUBJECT Administration Stores Depots 


I, PURPOSE 





The purpose of this Directive is to prescribe policies and 
procedures governing the acquisition of materiel by the Department 
of Defense from General Services Administration Stores Depots, 


II, SCOPE AND APPLICABILITY 
A. The policies and procedures set forth herein are applicable; 


1. To all Department of Defense activities or installations 
in the continental United States, its territories, and its possessions, 
and 


2. To all items and classes of materiel: 


a, Which have been designated for decentralized inventery 
control and supply through local purchase, and 


b, «hich normally are stocked by GSA Stores Depots, 


B, ‘The policies and procedures contained herein do not apply 
te procurement under GSA-DOD interagency purchase assignments; such 
procurement will be in accordance with the implementing procedures 
relating to the assignments, 


IIT, POLICIES AND PROCEDURES 


A. As a general policy, and consistent with military necessity, 
the Department of Defense will place maximum reliance on producer or 
commercial distributive systems for the supplying of required materiel, 


B, Items and classes of materiel which have been designated for 
supply through local purchase, and which normally are stocked by GSA 
Stores Depots, will be purchased, following established military requ- 
sitioning channels, from the appropriate regional GSA Stores Depot, 
provided that: 
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1, The delivered price from the GSA Stores Depot is not 
greater than the delivered price of the item from commercial sources, 


2. Service rendered by the GSA Stores Depot, in terms of 
gvailability and procurement lead time, is equal to or better than 
that of commercial sources, 


V, CANCELLATION 


Munitions Board memoranda, Department of Defense Policy on Use 
of Federal Supply Service Centers, 2 March 1951, and Use of Federal 
supply Service Centers, 10 May 1951, are cancelled, 


1, IMPLEMENTATION 


Bach military department will take action to implement this 
Directive throughout its logistical and command organization, both 
in the continental United States and overseas; revise, if necessary, 
regulations, procedures, and instructions to achieve conformance; 
md submit in duplicate all such regulations, procedures, and in- 
structions and revisions thereto to the Assistant Secretary of Defense 
(Supply & Logistics) within ninety (90) days after the date of this 


a. ‘ae 


Asting Secretary ef Defense 


A608640 
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DEPARTMENT OF DEFENSE 
DIRECTIVE TRANSMITTAL 
aie 1955 Fale 


ATTACHMENTS 


INSTRUCTIONS FOR RECIPIENTS 


The following pen change to Department of Defense Directive 4140, 5, 
"Acquisition of Materiel from General Services Administration Stores 
Depots", April 15, 1955, has been duly authorized: 


PEN CHANGE 


Section III. B, should read as follows: 


"Items and classes of Materiel which have been designated for supply 
through local purchase and which normally are stocked by GSA Stores 
Depots, following established supply procedures, will be purchased 
in. accordance with established procurement regulations from the 
appropriate regional GSA Stores Depot, provided that:" 


Tinie Par J 6 the 
MAURICE W, ROCHE 
Administrative Secretary 





— B 3655 
SD, 3,. 106-1 Attachm 
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GENERAL SERVICES ADMINISTRATION 
Washington 25, D. C. 
November 8, 1955 


| FEDERAL SUPPLY SERVICE ORDER NO. 20, Revised, Supplement No. 1 
0: All Officials of the General Services Administration 


SUBJECT: Stores Service to the Department of Defense 


| 1, General. Attached as Exhibits A and B, respectively, are ex- 


—— 


cerpts from Air Force Procurement Instruction and Navy Procure- 
ment Directives, which implement Defense Directive Number 
41)0.5 covering the acquisition of materiel from Federal Supply 
Service Stores Depots. 


2. licability. The provisions of this Supplement directly af- 
ae the Stores Division, Federal Supply Service, in each re 
gional office. 


3. Effective Date. The provisions of this Supplement shall become 
effective immediately, 





Attachments 
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Exhibit 4 


EXCERPT FROM REVISION NUMBER 33, 
AIR FORCE PROCUREMENT INSTRUCTION, E 


506 INTERDEPARTMENTAL PROCUREMENT Rev. 21 Sep 19s 


*#Part 2--Procurement from General Services Administration 
j Stores Depots 


5-201 General. The decision whether items and material (except) 
commodities under DOD-GSA interagency purchase assignment) will be 
procured from General Services Administration (GSA) Stores depots or 
from commercial sources pursuant to ASPR 5-201 will be made by admin- 
istrative determination arrived at jointly by the procurement and 
ply activities at each AF installation authorized to effect local pur. 
chases within the continental limits of the United States, 

(a) Prices paid to GSA stores depots and commercial sources 
will be informally reviewed and compared at regular intervals not to 
exceed once a quarter, taking into consideration the overall delivered 
cost, including price of the item, transportation costs, and adminis. 
trative costs in effecting payment. Records will be retained as neces- 
sary to evidence that the reviews were in fact made. Formal solicitation 
of bids or requests for quotations from GSA stores depots in competition 
with commercial sources will not be employed to accomplish this end, 

(bo) Determination with respect to the quality of service ren- 
dered by GSA stores depots in comparison with the services obtainable 
from commercial sources will normally be based on past experience, and 
should be a matter of continuing review to insure (i) timely delivery 
of required items and (ii) elimination of the need for repeated back 
ordering which tends to increase the administrative costs in the acqui- 
sition of required supplies. ~ 

(c) Items and classes of material stocked by GSA stores depots 
which are under DOD-GSA interagency purchase assignments will be pro- 
cured according to the implementing procedures relating to such assign- 
ments, promulgated under AFPI 5-350 and AFPI Section V, Parts and 5, 


E 


aa ena eR 


rh 
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bit 4 Exhibit B 


EXCERPT FROM SECTION V, INTERDEPARTMENTAL PROCUREMENT, 
NAVY PROCUREMENT DIRECTIVES, DATED AUGUST 1, 1955. 


1955 
Part 2 - Procurement from FSS Stores Depots 


| 

| 201 Aequisition of Material from General Services Administration 
Stores Depots 

Source: SecNav Instr 4400.8 of 9 Jum 1955 


$201.1 The policies published herein have been adopted by the De- 
or partment of Defense and are applicable to all Naval activities in the 
ine continental United States, its territories, and its possessions, and 
sup- to all items and classes of material which have been designated for de- 
pur gntralized inventory control and supply through local purchase, and 
yhich normally are stocked by General Services Administration Stores 
es Depots. This directive does not apply to procurement under General 
to Services Administration-Department of Defense interagency purchase 
ered wssignments; such procurement will be in accordance with the imple- 
t 


is- nenting procedures relating to these assignments, 

ec e8= 

‘itation | 5201.2 The policies enunciated below will govern the acquisition of 
tition | mterial from General Services Administration Stores Depots: 

id, a, As a general policy, consistent with military necessity, the 
ren- Department of the Navy will place maximm reliance on producer or 

ible comercial distributive systems for the supplying of required material. 
, and b. Items and classes of mterial which have been designated for 

rery supply through local purchase, and which normally are stocked by General 
ack Services Administration Stores Depots, will be purchased, in accordance 
acqui- | wth established procurement regulations, from the appropriate regional 


General Services Administration Stores Depot provided that: 


depots (1) The delivered price from the General Services Administration 
pro= Stores Depot is not greater than the delivered price of the item from 
ssign- | comercial sources, 

nd 5. (2) Service rendered by the General Services Administration 


Stores Depot, in terms of availability and procurement lead time, is 
equal to or better than that of commercial sources, 


5201.3 All procurements made by the Department of the Navy hereafter 
shall comply with the policies of this directive and the corresponding 
forthooming revision to ASPR Section V, Part 2, 
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yill. Air Force Overseas Support 


Far East Support (1956) 


in 1956, the Air Force and GSA conducted a service test of GSA supply 
support operations for Air Force installations located in the Far East. 

This involved direct requisitioning of civilian-type items from GSA in 

gan Francisco by the Far East Bases. This test proved that GSA can 

give faster, direct supply support on civilian-type items to USAF over- 
seas activities at the same, or less cost than previously provided through 
the Air Force supply system. Accordingly, AMC approved the continuance 
of this type of supply support for Far East Bases. 


European Support (1957) 


The Air Force recognized the tangible savings of money and time in the 
improved logistical support of Far East Bases, as well as other intangible 
penefits resulting from the service test that will ultimately contribute to 
improvements in the overall USAF local purchase system. Accordingly, 
GSA was requested to extend the same type of service to AF installations 
located in the European theatre. This operation is now in effect and is 
being handled by our New York regional office. 
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IX. Air Force Hand Tool Program (1957) 


During 1953, the Air Force converted many of its hand tools from 
consolidated procurement to local purchase. Air Bases, however, 
were often unable to establish sources of supply and buy quality tools. 
This was particularly true of Bases in the Far East. 


In 1957, at the request of the Air Force, GSA Region 9 in San Francis. 
co worked out a system with Sacramento Air Materiel Area to supply 
certain hand tools to the 5th Air Force. At the same time, GSA agreed 
to provide quality tools on approximately 1200 items through its New 
York, Kansas City, and San Francisco regions. (This has now been 
extended to include its Atlanta and Dallas regions.) 


Since September 1957 a number of meetings were held by Air Force, 
Navy, and GSA regarding hand tool support. The agreements reached 
represent one of the greatest examples of interagency coordination and 
cooperation in Government. Definite assignment of supply support re. 
sponsibility was made by the Air Force to Navy and GSA for nineteen 
commodity groups of tools. The GSA assignment involves hammers, 
twist drills, screw driver bits, flat tipped screw drivers, bits, augers, 
and other related items as well as many miscellaneous type tools, 
Current demands upon GSA by the Air Force for these tools are averaging 
$800,000 per month. 
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57 
Air Force Household and Quarters Furniture (19 
x, Air Force Household and Quarters Furniture (1957) 


' ance in establishing this unique 

ae -_ en owe. 32 occonet Air Force Bases to select 

a od pamela best adaptable to the architecture of the housing 

pr maane In the past, GSA procured furniture based on — 
_. ce which established standardization. Departure was ma * 
eo to provide the Air Force the items best suited for its 
a. apeiocme oan of view. GSA now provides professional — 
oe yo aie the selection of furniture, which includes not ete - 
Se pentane also the fabric and color compatible with the architec 
style 


ture. 


i al Year 19 a niture was procured for the 

In F sc 58, 16.5 million of this fur . 
In Fiscal Year 1959, the volume is expected to reach $33 million 

Air Fore. 
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AGREEMENT BETWEEN DEPARTMENT OF DEFENSE 
AND 
GENERAL SERVICES ADMINISTRATION 
ON 


INTERAGENCY CROSS-SERVICING IN STORAGE ACTIVITIES 


It is the purpose of this agreement to establish and prescribe procedure, 
to be followed in the cross-servicing of storage and warehousing service, 
between the Department of Defense and civilian agencies of the Govern. 
ment. 


The provisions of this agreement apply to all Government storage actiy. 
ities except ocean terminals and those activities concerned with the 
storage and handling of bulk petroleum, oils, lubricants, and strategic 
and critical materials stored under the General Services Administration 
Stockpiling Programs, 


To the extent feasible, the military services and civilian agencies of the 
Government will make available to each other, on a reimbursable basis, 
storage and warehousing services which each may require from time to 
time. 


The storage and warehousing services covered by this agreement shall 
apply only to case lot quantities and shall include but need not be limited 
to the following: 


a. Unloading of carriers, checking, sorting, and placing material 
in storage. 


b. Withdrawal of material from storage, checking, marking, and 
loading of carriers. 


c. Use of storage space. 
d. Care and preservation of stored material. 


The agency operating a facility will furnish all personnel, supplies, and 
equipment required for the receipt, storage, care, handling and ship- 
ment of material. However, the requesting agency may furnish techni- 
cal personnel on either an intermittent or continuing basis as required 
and agreed upon and have the right to inspect material in storage upon 
prior arrangements with the operating agency. 


10. 
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The requesting agency will be responsible for accountability, traffic 
management on both inbound and outbound traffic, payment of all 
transportation costs, and for processing actions involving claims 
for shortage or damage in shipments. The agency operating the 
facility rendering the storage and warehousing services will furnish 
documentary evidence which may be available to support claims. 


Requests for storage and warehousing services will be made in 
writing and, to the maximum extent, will be submitted at least 
ninety days in advance of the scheduled date when the material must 
be placed in storage. However, when expediency demands, shorter 
notice may be given and, in emergencies, requests and acceptance 
may be given by any available means of communication. In such 
instances, confirmation will be made in writing within ten days. 


Civilian agencies will submit all requests directly to the military 
services. Information copies of each request will be forwarded to 
the Administrator, GSA, and to the Assistant Secretary of Defense 
(Supply and Logistics), See Tab "A" for address of contact points 
of each military service. 


The military services will submit all requests directly to the civilian 
agencies. Information copies of each request will be forwarded to 
the Assistant Secretary of Defense (Supply and Logistics), and the 
Administrator, GSA. See Tab ''B" for contact points within civilian 
agencies. 


Copies of replies made to each request for services will be furnished 
the ASD (S&L) and the Administrator, GSA, by the military services 


and civilian agencies. 


Where applicable and feasible, each request for services will include 
the following information as a minimum: 


a. Designation of requesting agency. 


b. Description of material, including peculiarities affecting 
storage and handling, if any. 


c. Type of packaging, or packing, if any (box, case, crate, 
palletized unit loads, etc.). 


d. Dimensions of package. 


e. Weight per package (pounds). 
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f. Total number of packages. 


g- Type of space required (heated, unheated, refrigerated, etc,), 


h. Method of care and preservation required, requirements for 
assembly into kits, stock rotation and other special handling 
or care. 


i. Shipper, method of shipment (rail, motor carrier, etc.) and 
point of origin. 


j. Originating carrier if storage-in-transit is desired. 


k. Rate of delivery in carloads or truckloads per day or week as 
applicable and the date initial delivery can be expected. 


1. Rate of withdrawals per day or week, if applicable. 


m. The storage location required, either by specific facility or 
"vicinity" (city, State, etc.) as applicable. 


n. Accounting classification of funds to be charged for services 
and the office to which claims for reimbursement are to be 
forwarded. 


©. Accounting office to which notice of receipt of material should 
be sent. 


p. Records to be maintained and reports to be rendered by the 
stering activity. 


q. Period during which services will be required. 


A request for services constitutes an order which, when accepted for 
performance at a price by an activity, will be the basis for obligation 
of funds available to the requesting activity. Upon acceptance of a re- 
quest, and within the limits of the acceptance, arrangements incident 
to the furnishing of services may be handled directly by the activities 
concerned, 


Reimbursement for services received will be made not less frequently 
than quarterly nor more frequently than monthly. The civilian agency 
er the military service rendering services will establish the frequency 
and method of reimbursement. 


Charges for services will be based upon the predetermined rates for 
each type of service rendered as indicated in Tab "C" to the agreement 


15. 
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\5, In the event it becomes necessary for an agency to inactivate or 
dispose of a facility used under the terms of this agreement, the 
agency owning the material agrees to assume responsibility for 
the care of its property or to remove the property to another lo- 
cation. The agency owning the material shall be furnished at 
least ninety days' notice as to the plans with respect to the inac- 
tivation or disposal of the facility being utilized. 


16, Changes to this agreement shall be made only upon approval of 
both parties. An effective date for each change will be established. 





DEPARTMENT OF DEFENSE GENERAL SERVICES ADMINISTRATION 
uss McGuire Franklin Floete 

Assistant Secretary of Defense Administrator of General Services 

(Supply and Logistics) October 24, 1958 


November 12, 1958 


USI OC 59-8368 
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TAB - A 


AGREEMENT BETWEEN DEPARTMENT OF DEFENSE 
AND 
GENERAL SERVICES ADMINISTRATION 
SS 
ON 
INTERAGENCY CROSS-SERVICING IN STORAGE ACTIVITIES 
Se  , 


Address of Military Department Contact Points 


Department of the Army 


Deputy Chief of Staff (Logistics) 
Storage Branch 

Storage and Distribution Division 
Washington 25, D. C. 


Department of the Navy 


Bureau of Supplies and Accounts 
Storage Division, Code S-8 
Arlington Annex 

Washington 25, D. C. 


Department of the Air Force 


Office, Director of Supply and Services 
Plans and Programs Group 

Storage Branch 

Washington 25, D. C. 
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TAB - B 
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AGREEMENT BETWEEN DEPARTMENT OF DEFENSE 
——— 


AND 


GENERAL SERVICES ADMINISTRATION 


ON 


INTERAGENCY CROSS-SERVICING IN STORAGE ACTIVITIES 
————————— 


Address of Civilian Agency Contact Points 


Department of Agriculture 

Officed Plant and Operations 

4th and Independence Avenue, S.W. 
Washington 25, D.C. 


Department of Commerce 

Director of Administrative 
Operations 

Commerce Building 

Washington 25, D. C. 


General Services Administration 
Federal Supply Service 

sth and F Streets, N.W. 
Washington 25, D. C. 


Department of Justice 
Chief, Administrative Services 
justice Building 


Washington 25, D. C. 


Department of the Treasury 
Chief, Administrative Services 
Treasury Building 


Washington 25, D. C. 


Veterans Administration 

Director, Supply Service 

Department of Medicine and Surgery (134) 
Washington 25, D. C. 


National Aeronautics and Space 
Administration 

Procurement Administrator 

1520 H Street, N.W. 


Washington 25, D. C. 


Atomic Energy Commission 
Division of Construction and Supply 
Assistant Director for Supply 
Washington 25, D. C. 


Department of Health, Education, 
and Welfare 

Division of General Services 

4th and Independence Avenue, S.W. 

Washington 25, D. C. 


Department of the Interior 

Director of Property Management 
Division 

Interior Building 

Washington 25, D. C. 


Post Office Department 
Director of Supplies 
Bureau of Facilities 
Main Post Office Building 
Washington 25, D. C. 


Tennessee Valley Authority 
Director of Property and Supply 
Lupton Building 

Chattanooga, Tennessee 


U. S. Information Agency 

Office of Administration 
Administrative Services Division 
Walker Johnson Building 
Washington 25, D. C. 
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APPENDIX H—Other Documents. 


cerepapecs aa EIGHTY-SIXTH CONGRESS vormer oem" 
Congress of the Anited States Exo ba 
House of Representatives 


MILITARY OPERATIONS SUBCOMMITTEE 
OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS 
House OFFICE BUILDING 
201 GEORGE WASHINGTON INN 


WASHINGTON, D.C. 


April 29, 19:9 


Honorable Neil McElroy 
Secretary of Defense 
The Pentagon 
Washington 25, D. Cc. 


Dear iir. Secretary: 


This is to advise that the Military Cperations Sub- 
committee plans to hold public hearings commencing oan 3» 
19:4, on Department of Defense policies and 
supply management. The Subcocniittee will give major ateene 
tion to the development and operation of coordinated procure- 
ment systems, particularly the "single manager ‘concept. 


Since the subject of transportation has been 
pursued in part in Subcommittee hearings on MATS, it is ex- 
pected that the present hearings will concentrate on the 
commodity areas under single manager cognizance. 


The Subcomnalttee would appreciate hearings the 
views of the Assistant Secretary of Defense (Supply and 
Logistics) and the Executive Directors of the coumodity 
sin;le manager agencies presontly established. Quostion- 
naires are being directed tirough the Single Managers to 
the Executive Directors in order that the answors to certain 
questions may be prepared and submitted in advance of the 
hearings 


My Subcommittee staff will be glad to discuss with 
Department of Defense represcntatives whom you designate the 
Getailod subject matter and arrangements for ti.c hearings. 


Sincerely yours, 


Chet Holifield, Chairnan 
Military Operations Subcommittee 





RIEHL, 
CALIF, 


3121 
+ S147 


ube 
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OFFICE OF THE SECRETARY OF DEFENSE 
WASHINGTON 25, D.C. 


May 13, 1959 


Dear Mr, Chairman: 


Your letter of April 29 to Secretary McElroy con- 
cerning forthcoming public hearings on Department of 
Defense supply management has been referred to me for 
reply. 


Assistant Secretary McGuire will be away from 
Washington at the time these hearings are scheduled 
but Mr, Paul H, Riley, the Director for Supply Manage- 
ment Policy, will be available to present the views of 
the Secretary of Defense, I understand you are making 
direct arrangements with the Military Departments for 
single manager representation. 


Mr, Riley will arrange discussions with the Sub- 
committee staff to assure that our participation is 
responsive to your requirements, 


Sincerely, pa 


jf ara ie 
GEORGE W. VAUGHAN 


Assistant to the Secretary 
for Legislative Affairs 


Honorable Chet Holifield 

Chairman 

Military Operations Subcommittee 
Committee on Government Operations 
House of Representatives 
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January 27, 1959 | 
NUMBER 4140, 13 | II. 
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ASD( S&L) 





Department of Defense Directive 


SUBJECT Policies for the Transfer of Department of Defense 
Supply System Inventories 


References: (a) DoD Directive 10.1, "Inventory Management | 
Policies" 

(b) DoD Instruction 1110.3, "Management of Materiel 
in Long Supply" 

(c) DoD Instruction 1h0.l4, "Management of Materie) 
Pipeline, Including Levels of Supply" 

(a) DoD Instruction h1)0.11, "Peacetime Operating ani 
Safety Levels of Supply" 

(e) DoD Instruction 410.12, "Utilization of DoD 
Materiel Assets" 

(f£) DoD Directive 1160.8, "Fair Value Forma and 
Condition Codes for Excess and Exchange-Sale 
Type Personal Property" 

(g) DoD Instruction 4160.9, "Policy Governing the 
Utilization Screening of Excess Personal 
Property Under the Control of the DoD" 

(h) DoD Directive 720.1, "Regulations Governing Stock 
Fund Operations" 

(1) DoD Directive 7510.1, "Uniform Pricing Policy for 
Materials, Supplies, and Equipment Financed by 
Military Appropriated Funds" 

(j) DoD Instruction 2110.8, "Transfer of Reportable 
Excess Personal Property to Eligible Foreign 
Countries on a Reimbursable Basis" 

(k) DeD Instruction 2110.16, "Method of Financing, 
Funding, Accounting, and Fiscal Reporting for the 
Military Assistance Grant Aid Program" 


Ill. 


I. PURPOSE 


A. The purpose of this Directive is to establish uniform 
policies for the transfer of materiel in inventory 
between inventory managers of the military service 
supply systems. (See paragraph III A below.) 
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These policies are stated to provide for the most effective 
repositioning of materiel for the pramotion of military 
readiness and for the maximum economical utilizatiun of 
supply system inventories available to the Department of 
Defense in support of approved plans and programs. 


SCOPE AND APPLICABILITY 


A. 


B. 


The policies set forth herein are applicable, except as pro- 
vided in P. below, to all inventories managed by inventory 
managers of the military service supply systems within the 
DoD. These policies apply equally to inventories of stock 
funds and appropriations, regardless of location, for which 
inventory managers exercise responsibilities described in 
paragraph IIT. A. below, and, except as provided in B. below, 
to transfers of property between military services. 


The policies on transfer with or without reimbursement as 
stated herein do not pertain to the relationships which 

exist for the transfer or return of materiel between Single 
Manager or wholesale stock funds and the corresponding retail 
divisions or categories of military service stock funds which 
are required to be reimbursed, in accordance with reference 


(n). 


DEFINITIONS 


A. 


C. 


ntory Manage 


Those individuals or organizations designated by the military 
services as responsible for the central requirements deter- 
mination, central stock control and central distribution con- 
trol of groups or categories of items of supply throughout 
their respective military services. 


Peacetime Force Materiel Reauirement (PIFMR) 


The quantity of an item renuired to enuip, provide a materiel 
pipeline, ani sustain the authorized peacetime U. S. forces, 
both active and reserve, and support the scheduled establish- 
ment through normal appropriation and procurement lead-time 
periods. 


Mobilization Reserve Materiel Reouirement (MRMR) 


The quantity of an item, in addition to the M-day Force Materiel 
Requirement required to be in the military supply system on M-day 
in order to support planned mobilization, to expand the materiel 


41742 O—59—_—44 
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pipeline and to sustain in training, combat or noncombat opera. 
tions, as applicable, all forces in the effective JSOP through 
the period prescribed for mobilization materiel planning pur. 


poses. 


D. Meday Force Materiel Requirement (MDFMR) 


The quantity of an item required (on M-day minus one day) 
to equip and provide a rateriel pipeline for authorized peace. 
time U. S. force levels, both active and reserve. 


Ee 


Transferable-Reimbursable Stock 


The quantity of an item under the control of an inventory manage; 
which is held to meet the sum of: 


7 


=o 


26 


36 


he 


Peacetime Force Materiel Requirement through the budget 
year and procurement lead times; 


Mobilization Reserve Materiel Requirement; 

Materiel acquired for Military Assistance Programs as 
a result of specifically stated MAP requirements or 
requirements computations which utilized MAP force 
level data; 


Stocks of technical items which are completely out of 


production DoD-wide, and for which new production facili. 


ties would have to be established for replenishment, to 
the extent that, valid requirements exist but not to 
exceed five yeers at peacetine consumption rates or the 
sum of 1. and 2. above, whichever is the greater, 


Transferable-iionreimbursable Stock 


The quantity of an item on hand in inventory under the control of 


an inventory manager which exceeds the quantity specified as 
Transferable-Reimbursable stock in paragraph E. above. 


IV. POLICIES 


a 
Ae 


General 


l. For purposes of this Directive, materiel on hand and on onder 
will be separately identified by Inventory Control Points to 
reflect: 
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a. That quantity of an item categorized as "Transferable- 
Reimbursable". (See paragraph III E above.) 


b. That quantity of an item categorized as "Transferable- 
Nonreimbursable". (See paragraph III F above.) 


Categorization will be accomplished in conjunction with item 
requirements determination reviews and need not be reflected 
on accountable property records. 


The quantity of an item computed as “Transferable-Reimbursable" 
under paragraph Al above is for retention purposes only, and 
is not to be construed as a basis for funding requirements 
beyond those stated in budgetary guidance documents. 


Basis for transfer of nonreimbursable and reimbursable stocks 
between Inventory Managers will be as discussed below. 


Transferable-Reimbursable Stocks 


1. 


It is the policy of the DOD that all stocks held in support 
of peacetime and mobilization programs will be rotated and 
up-dated to the maximum extent. 


Inventory managed by an Inventory Control Point, and categorized 
as “Transferable-Reimbursable" in accordance with paragraph 

III E and IV Al a above, will be transferred, consistent with 
military readiness, between Inventory Managers on an "as 
requested" basis to meet deficiencies existing in stock depth 
described as transferable-reimbursable. Implementing pro- 
cedures of the services will provide definitive guidance to 
Inventory Managers which should permit determination as to 
stock quantities which will be released on request, as provided 
by guidance issued by the Secretary of Defense for the develop- 
ment of materiel requirements programs. 


Inventory Managers should avail themselves of the opportunity 
to modernize and up-date materiel held for mobilization pur- 
poses which is afforded by a wider consumer need. This can be 
accomplished through the transfer of materiel to other services 
with replacement through procurement, if still appropriate, in 
all cases where production leadtime and other factors permit 4 
sustained capability in terms of military readiness. 


All transfers of "transferable-reimbursable" stocks will be 
effected on a reimbursable basis, with reduced prices employed, 
when appropriate, as provided in references (h) and (i). Appli- 
cation of proceeds from the transfer of "transferable-reimburs- 
able" assets will be as provided in paragraph VI. 
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C. Transferable-Nonreimbursable Stocks 


1. Inventory determined by an Inventory Manager to be within 
the category "Transferable-Nonreimbursable", as defined in 
paragraph III F above, shall be transferred to other 
Inventory Managers on a nonreimbursable basis to meet 
deficiencies existing in the stocx depth described as 
"transferable-reimbursable" in paragraph III E above. 


2. Property determined initially to be "transferable- 
nonreimbursable" for purposes of offering to other Inventory 
Managers of the military supply system, and found to he not | 
required within other programs of the DOD, may be retained 
by the owning service in accordance with economic or contingency | 
retention criteria as provided in reference (b). 


D. Transfer of Assets to Military Assistance Programs 


1. For purposes oi allocation and transfer or sale to Military 
Assistance Programs, as used in the Mutual Security Act of 
1954, as amended, “excess to the mobilization reserve of the 
Armed Forces of the United States" means that quantity of an 
item on hand in excess of those quantities categorized as 


“Transferable-Reimbursable" in accordance with paragraph IV A 1, REPO 

l a above. 
Tran 
2. Military Assistance Programs (Grant Aid) yo 
@. Assets on hand within a military service and categorized as are 
“Transferable-Nonreimbursable" stocks in accordance with IVA ae 
1 b above will be programmed and transferred to Military Orta 
Assistance Programs (Grant Aid) on a nonreimbursable basis. deve 


These assets will be allocated directly to the military service. 
administered MAP (Grant Aid) and need not be first offered for | 1, BUDG 
other DOD utilization in accordance with reference (g), pro- ae 
vided that separate determinations for possible utilization A 
will be made by the holding service for those items for which : 
there are other known users within the DOD. The nonreimbursable 

features of this type of transfer do not exempt the placement | 
of charges relating to repair and accessorial costs as provided 
in Section IV, reference (i). 


b. Assets on hand within a military service and categorized as | 
“Transferable-Reimbursable" in accordance with paragraphs | 
HMB and IV All a, when sold to MAP (Grant Aid), will require 
reimbursement at standard price, except where reduced prices 
are appropriate as provided in references (h) and (i), plus 
appropriate accessorial costs. 
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3e Mutual Security Military Sales 


a. Assets on hand within a military service and categorized 
as "Transferable-lionreimbursable", which is transferred 
under Section 106 (b) of the Mutual Security Act to 
eligible foreign nations and international organizations, 
will be transferred in accordance with pricing policies 
provided in reference (i). When prices cannot be readily 
determined under reference (1), use of reimbursement 
rates provided in reference (33 plus accessorial costs 
provided by reference (i) is authorized. Property of 
this category will be first offered by the responsible 

Inventory Control Point to other known DoD usere prior 
to allocation. 


5 | be Assets on hand within a military service and categorized 

as "Transferable-Reimbursable" stocks in accordance with 
agraphs III E and IVA 1 a and sold under Section 103 

te) or Section 106 (b) of the Mutual Security Act of 195k, 
as amended, eligible foreign nations and international 
organizations will require reimbursement at standard price, 
except where reduced prices are appropriate as provided 
in references (h) and (1), plus appropriate accessorial 
costs. 


¥, REPORTS 
Transfers of materiel between Inventory Control Points under the 
"Transferable-lteimbursable"or "Transferable-Nonreimbursable" 
classifications as described above will be tabulated by the Armed 
Forces Supply Support Center. The AFSSC will furnish periodic 





os reports of transfers to each military service, to Office of the 
W A Assistant Secretary of Defense (Supply and Logistics) and to the 

Office of the Assistant Secretary of Defense tention’. to be 
Be developed under Section X, below, 
brvice- 
i for WI, BUDGET AND APPORTIONMENT ACTIONS 
ro- 
on A, Supporting data to budget estimates and apportionment requests should 
hich reflect the value of materiel estimated to be transferred in or 
urseble transferred out without cost under the "Transferable-Nonreimbursable" 
ant classification, both for stock fund and general appropriation accounts. 
ovat Specific instructions, as may be required, will be given in the 


Instructions for the Anmal Budgetary Reviews. 
B, Reinvestment of proceeds from the sale of “Transferable-Reimbursable" 
as property will be authorized to the extent required to meet approved 
procurement requirements for the current or budget year. These 


ces 
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sales, and reinvestment requirements should be included in Btock 
fund and general appropriation account budget estimates ang 
apportionment requests. 


C. Reports of actual transfers provided by paragraph V above wil) be 
compared with those included with program estimates upon which 
apportionments have been granted and, when indicated, will be seg 
as one basis for reapportionment action or revisions to other 
funding actions. 


TRANSFERS TO AGENCIES OUTSIDE THE DOD 


A. Transfer of "transferable-reimbursable" property to agencies out, 
side the DOD will require reimbursement on the basis of full 
standard price, except in those instances where the use of reduc 
prices, as provided in references (h) and (i), is appropriate, 


B. Transfer of "transferable-nonreimbursable" assets to agencies 
outside the DOD, excluding that property which is held under 
economic or contingency retention criteria, will be on the basis 
of GSA Fair Value Codes, as published in regulations of the 
GSA and reference (f) for that property located within the 
Continental U. S., Hawaii, Alaska, Puerto Rico and the Virgin 
Islands. Exceptions to this policy will be only those transfers; 
of appropriation financed material to such agencies which are 
specified by the GSA or by law to receive property without rein. | 
bursement. 


C. The GSA Fair Value Code is not applicable to the transfer of 
property within the DOD. Transfers within the DOD are as proviig 
in this Directive and DOD pricing policies as implemented by 
Departmental regulations. 


D, Property determined to be "foreign excess" in accordance with 
references (ad) and (g) will normally be transferred to other 
Federal agencies outside the DOD at GSA Fair Value Code prices, 
except for that property otherwise authorized to be transferred 
to other U. S. Government programs at different value. 


TRANSPORTATION AND ACCESSORIAL COSTS 

Costs of transportation of materiel transferred as authorized by this 
Directive, together with accessorial costs, when appropriate, will & 
borne by the receiving service. 

AMENDMENTS TO CURRENT DOD DIRECTIVE ISSUANCES 

Appropriate amendments to the DOD Directives and Instructions cited 


as references in this Directive and consistent with the provisions o 
this Directive will be issued. 


. BE 
A. 


B. 
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IMPLEMENTATION 


Implementation procedures to provide for the intercharge 
of assets under the terms o? this Directive will be de- 
veloped by the AFSEC in cooperation with the military 
services for promulgation by all services. Two copies 
of these jointly developed proposed procedures will be 
submitted to the ASD(S&L) for approval within 60 days 
of the date of this Directive. 


Existing Departmental regulations and operating instructions 
will be adjusted to conform with the policies contained in 
this Directive. Copies of revised implementing instructions, 
other than as provided in A. above, will be submitted to the 
ASD(Comp) and ASD(S&L) within, 90 days of the date of this 


ir dese 


Secretary of Defense 
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Statement of Difference Between Commodity 
Single Manager Agencies and the 
Military Traffic Management Agency 


l. There is no fundamental difference as to the place in the 
organization between the commodity Single Manager agencies -- the 
Military Clothing and Textile Supply Agency (MC&TSA) and the Military 
Subsistence Supply Agency (MSSA) -- and the Military Traffic Management 
Agency (MTMA). Their organizational placement may best be described 
by the following chart: 





Secretary of the Army 




















Assistant Secretary of the Army (Logistics) 


Deputy Chief of Staff 
for Logistics 
The Quartermaster General 


Chief of Transportation 


2. Likewise, there is no fundamental difference between the scope of 
authority of the commodity Single Manager agencies (MC&TSA and MSSA) and 
MTMA,. All three agencies derive their authority from authority delegated to 
the Single Manager and are organizations which, under the direction of their 
Executive Directors, direct and control all assigned functions for all of the 
military services, The practical differences as to the authorities of the 
commodity agencies versus those of the Military Traffic Management Agency 
stem from the differences in their tasks. The commodity agencies are 
responsible for the actual wholesale supply of materiel to the military services, 
whereas MTMA ia responsible primarily for seeing that commercial transpor- 
tation s@rvice is procured by and used by the military services in the most 
effective and economical manner, 
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3. On the one hand, the commodity agencies actually procure supplies 
nd equipment with their own funds. They own stocks which they sell and 
jistribute to the military services. The Traffic Management Agency, on 
he other hand, does not actually procure transportation service with its 
wn funds and does not own or operate any equipment, It does, however, 
iffect the expenditures of transportation funds by the military services, 
primarily through the routing of passenger and freight movements; provid- 
ing traffic management advice and assistance to those engaged in procure- 
ment, production, distribution and other supply management and logistics 
tivities; and negotiating favorable rates and fares for military movements. 
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Place in Navy Organization and Scope of Authority of the Military 
Sea Transportation Service 


By DOD Directive 5160.10 of 28 May 1956 SECNAV was designated 

as the Single Manager for ocean transportation. The assigned 
objectives are to provide the most effective and economical ocean 
transportation for the armed services. To perform this function, 
SECNAV was authorized to control, operate and administer Governmer. 
owned vessels and other vessels acquired to provide ocean trans- 
portation for the movement of personnel, cargo and mail for all 
agencies of DOD and other agencies of the Government when consonap} 
with national policy; to procure vessels on a charter basis commercig); 
or by allocation from other Government agencies; and to procure 
passenger and cargo space in commercial vessels. SECNAV was alg, 
authorized to provide lift capacity in accordance with the policies of 
JCS; prepare recommendations for design of ocean-going vessels and 
equipment; provide for maintenance and vessels and equipment; provi« 
for maintenance and repair of the MSTS nucleus fleet; manage, process 
and settle claims by or against commercial carriers and other similar 
management functions. As Single Manager for ocean transportation, 


plans for the employment and expansion of MSTS in time of war or 
national emergency. 


The DOD Directive was implemented by SECNAV Instruction 5430, i1A 
which established MSTS as a major component of the Navy. By this 
instruction ASN (Material) was assigned responsibility for procurement 
and related matters. CNO was assigned the military command and 
was made responsible for administration and operations, except with 
respect to procurement and related matters. 


The purpose, authority and responsibilities of MSTS were more fully 
prescribed by OPNAV Instruction 5540. 20B of 9 August 1956. COMSTS 
was designated by SECNAV as Executive Director for ocean transporta- 
tion to manage MSTS. MSTS operates through an industrial fund 
rather than appropriated funds. 


SECNAV was also charged with preparing, coordinating and executing mem 
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March 23, 1957 
NUMBER 5160.23 
DEPARTMENT OF DEFENSE DIRECTIVE 


SUBJECT: ARMED SERVICES MEDICAL MATERIEL COORDINATION COMMITTEE 


1, Authority 

Pursuant to the authorities vested in the Secretary of Defense, an Armed 
gervices Medical Materiel Coordination Committee is hereby established as a 
joint committee of the three military departments. The Committee will be at- 
tached administratively to the Secretary of the Navy. The administrative as- 
signment and responsibilities set forth herein shall not be construed or so used, 
however, as to abrogate the authorities of the Secretary of each military depart- 
ment with respect to his department’s responsibilities for medical materiel 


activities. 


II. Purpose 

To provide the most effective means for bringing about interservice coordina- 
tion on the professional-technical aspects of medical materiel, including develop- 
ment; to provide joint military department professional-technical advice and 
assistance for medical materiel supply of the Department of Defense; and to 
coordinate the operation of the DOD blood program. 


III. Organization 


A. Committee membership : 

1. The Committee will be composed of one representative of each of the 
three Surgeons General of the military departments. As an additional 
member for dental matters, a dental officer will be designated by one of the 
three military medical departments, on a rotating basis as agreed upon by 
the three Surgeons General. 

2. The Chairman will be selected by the Surgeons General from among 
the members. The chairmanship will be rotated annually among the serv- 
ices without regard to seniority. 

8. Each member will be individually and directly responsible to his mili- 
tary department for the presentation of its views and requirements for 
subjects considered by the Committee. 

4. The dental officer, as representative of the three military departments, 
will be responsible for providing professional advice on all dental subjects 
considered by the Committee. 

5. The Committee is authorized to establish such subcommittees as deemed 
necessary to accomplish the purpose set forth. 

B. Staff: 

1. A staff of military and civilian personnel, as required to accomplish 
the mission of the Committee, will be provided by the military departments 
on a mutually agreed basis. For purposes of administration, all such per- 
sonnel while assigned to Committee duties will report to the Chairman of 
the Committee. 

2. The executive secretary will be selected by the Chief, Bureau of Medi- 
cine and Surgery. 


IV. Functions 


The Committee, in accomplishing its assigned mission, will be responsible 
for— 
a. Providing to the Chief, Bureau of Medicine and Surgery, by the Com- 
mittee as a whole, advice in the implementation of all of the technical con- 
| trol functions within the scope of the Single Manager assignment for Medi- 
cal Materiel. 
b. Medical materiel development coordination : 
| (1) Technical control and supervision of joint medical materiel 
development projects and the review and recommendation, in collabora- 
tion with the three departments, of the budget estimates thereof. 
(2) Advising the Single Manager for Medical Materiel of type classi- 
fication and/or modification thereto, as appropriate. 
(3) Collaboration with the Single Manager for Medical Materiel for 
integration of the latter stages of development projects with industry 


preparedness measures undertaken under the industrial mobilization 
| program. 
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(4) Coordination of each proposed medical materiel development 
project ; maintaining a current register of all medical materiel deve} 
ment projects; and informing the Director of Research and Devel 
ment of each military medical department of apparent unnecessary 
duplication and project inadequacies. 

(5) Coordination with the Single Manager for Medical Materiel jp 
the implementation of materiels conservation programs, in accordance 
with the conservation directives of the Department of Defense. 

(6) Inspections required in connection with development and Service 
testing under its cognizance. 

ec. Item type classification : 

(1) Evaluation of new or improved items of medical materie} and 
continuous reevaluation of items already type classified. 

(2) Preparation of military and essential characteristics for items 
to be type classified and modification to such characteristics for items 
currently type classified, as appropriate. 

(3) Submisgion to the Single Manager for Medical Materiel com. 
pleted item review reports showing triservice coordinated findings op 
item type classification. 

(4) Coordination with the three Surgeons General and furnish tp 
the Single Manager for Medical Materiel listings of suitable substitute 
items. 

(5) Review of specifications and modification thereof covering med. 
ical materiel to determine conformance to military and essential char. 
acteristics established by the Committee. 

(6) Upon request furnish the Single Manager for Medical Materie 
with professional advice and assistance on problems affecting stand. 
ardization of medical materiel. 

d. DOD blood program : 

(1) Securing policy guidance in the DOD blood program from the 
Assistant Secretary of Defense (Health and Medical). 

(2) Based on guidance provided by the Assistant Secretary of De 
fense (Health and Medical), developing operational plans and pr- 
grams within the blood, blood derivatives, and plasma volume ex- 
panders area consistent with the needs of the three military medical 
services, and providing the Single Manager for Medical Materiel with 
detailed technical operational guidance and instructions upon which 
that organization may base the supply, financial management, and 
industrial mobilization facets of the program. 


(3) Coordination and integration of departmental planning for blood | 


programs, and, in the event of mobilization or national emergency, co- 
ordinating blood collection, processing, and distribution programs within 
the Department of Defense. 

(4) Representing the Department of Defense before foreign and 
national scientific and professional bodies and agencies on operational 
aspects of the DOD blood program. 


V. Operation 


1. The Secretary of the Navy, in collaboration with the Secretaries of the 
Army and Air Force, shall be responsible for the determination and provision, 
within the limits of resources made available for such purposes, of adequate 
administrative support for the internal administration and operation of the 
Committee. The term “administrative support,” as used in this directive, is 
defined to include civilian personnel administration, security administration, in- 
spections, space, facilities, supplies, other administrative provisions and services, 
and mobilization planning relating thereto. The Departmental Secretaries may 
reassign these responsibilities within the command structure of their military 
departments. 

2. The Chairman of the Committee will report to the Chief, Bureau of Medi- 
cine and Surgery, any problem which cannot be resolved by the Committee. 
The Chief, Bureau of Medicine and Surgery, will resolve with the Surgeons 
General of the Army and Air Force any problems presented, and in the event 
such resolution is not possible, he will refer them through channels to the As 
sistant Secretary of Defense (Health and Medical) for appropriate action. 

3. The rules of procedure and the methods of operation of the Committee, 
except as specifically defined in this directive, will be determined by the Con- 
mittee, subject to the concurrence of the Chief, Bureau of Medicine and Surgery. 
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VI. Implementation 
This directive will become effective upon issuance and the Armed Services 
yedical Materiel Standardization Committee will be dissolved concurrently. 
rsonnel, equipment, records, facilities, etc., of the Armed Services Medical 
yateriel Standardization Committee are hereby transferred to the Armed Serv- 
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jes Medical Materiel Coordination Committee. 


Instructions to implement the 


provisions of this directive will be developed within 60 days of publication and 
two copies transmitted to the Assistant Secretary of Defense (Health and 


Medical). 


x 


C. E. WILson, 
Secretary of Defense. 





